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WAGE POLICY AND UNEMPLOYMENT 


§ 1. Berorre the Great War there can be little doubt that 
wage-rates in Great Britain were adjusted in a broad way to 
the conditions of demand and supply. Of course the adjust- 
ment was not perfect, particularly in bad times. But it would 
have been generally agreed among economists that nearly 
the whole of the unemployment found among willing, able- 
bodied workpeople was due in one way or another to industrial 
fluctuations—general fluctuations, to which changes in wage- 
rates only responded slowly, and relative fluctuations as between 
different industries and different places, which necessitated a 
certain amount of lost time to people in passage from one job to 
another. It was nowhere suggested that the general body of 
wage-rates had been forced up too high relatively to the openings 
for employment, in such wise that, even had no industrial 
fluctuations taken place, a substantial number of healthy persons 
seeking employment must have been always unable to find it. 
In the post-war period, however, there is strong reason to believe 
that an important change has taken place in this respect; that, 
partly through direct State action, and partly through the added 
strength given to workpeople’s organisations engaged in wage 
bargaining by the development of unemployment insurance, 
wage-rates have, over a wide area, been set at a level which is 
too high in the above sense; and that the very large percentage 
of unemployment which has prevailed during the whole of the 
last six years is due in considerable measure to this new factor 
in our economic life. 

§ 2. The chief grounds for this view may be summarised as 
follows. Over the average of the six years beginning with 1921 
the percentage of unemployment, as calculated from the Trade 
Union returns, fell below 10 per cent. in only one year (i.e. 1924 
with a rate of 8-1 per cent.), and, omitting 1926 on account of the 
coal strike, averaged 12 per cent. During the thirty years before 
the war an annual figure of 10 per cent. was only reached once 
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(1886), and, apart from that, the highest figure was 7-8 (1908). 
The post-war period has, in fact, had an unemployment figure 
more than twice as high as pre-war experience would have led 
us to expect; some new factor has been present which has created 
an extra unemployment percentage in the neighbourhood of 
8 per cent. No doubt a part of this extra unemployment is due 
to the abnormal growth of the metal industries during the war, 
and to the fact that the distribution of workpeople between 
different occupations has not even yet been adjusted to peace- 
time conditions. Had this been a dominant factor, however, we 
should have expected to find a marked shortage of labour in 
important groups of industries to balance the excess in engineering, 
ship-building and so on; and of such marked shortage there is no 
sign. We are not, therefore, entitled to presume that, in the 
absence of any other change, a mere shifting of workpeople away 
from the war-swollen industries would have enabled any large 
number of them to find work. A factor other than ill-adjusted 
distribution of labour must, it would seem, have been at work. 
In searching for this factor, we learn that, on a rough average, 
weekly rates of real wages have been maintained in the post-war 
period at, or it may be, slightly above the 1914 level, in spite of 
a reduction of nearly one-tenth in the length of the working week ; 
while for unskilled labour weekly rates have definitely improved. 
In view of the disturbing and disorganising effect of the war this 
is a remarkable fact. Statistics of production are notoriously 
defective. But Sir Josiah Stamp and Dr. Bowley have recently 
carried out a comparison between our national home-produced 
income in 1924 and 1911. They conclude: “‘ The real home- 
produced income per head (when duplication is eliminated) was 
very nearly the same in 1911 and 1924; it is improbable that it 
was any greater in the latter year, and it may have been 4 per 
cent. less.” 1 In these conditions we should have expected real 
weekly wages to fall nearly in proportion to the change in the 
hours of labour. The fact that they have not done so might be 
expected a priori to inhibit the working population from securing 
full employment. In a matter of this kind it is impossible to 
demonstrate the existence of a cause-effect relation. On a broad 
view of the facts, however, when all allowance has been made for 
the temporary shifting of labour due to post-war readjustment 
and for the effect of the great 1921 coal strike, there remains, I 
suggest, at least 5 per cent. of extra unemployment which it is 
reasonable to attribute to the maintenance of rates of real wages 


1 The National Income, 1924, p. 56. 
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above the level that would establish equilibrium between the 
demand for and the supply of labour. 

§ 3. A detailed study of the statistical relation between real 
wage-rates and unemployment during the last eight years appears 
at first sight to afford a very solid support for this view. For a 
considerable period before the war there was a distinct negative 
correlation between rates of real wages and quantity of unemploy- 
ment: on the whole rates of real wages were higher when 
employment was good, lower when it was bad.? Since the war, 
however, there has been a strong positive correlation between 
rates of real wages and unemployment. Professor Rueff has 
calculated quarterly indices of real wages by dividing Bowley’s 
index-number of money wages by the Board of Trade index- 
number of wholesale prices (each being put at 100 for 1913), and 
has compared the resultant figures with the Trade Union per- 
centage of unemployment per quarter over the period 1919-25.3 
As the Statist writes: “It will be seen from the graphic repre- 
sentation of these data that an extraordinarily close corre- 
spondence between changes in the level of real wages and changes 
in the unemployment series exists. The principal increase in per- 
centages of unemployed took place during the second half of 
1920 and the first half of 1921. This was the period when wages, 
expressed in terms, not of sterling, but of purchasing power, were 
increasing most rapidly. The subsequent trends of the two 
curves show almost complete similarity. When prices fall more 
rapidly than money wages [?.e. when real wages rise], unemploy- 
ment increases. When money wages tend to fall relatively to 
price movements [i.e. when real wages fall], the unemployment 
curve shows a corresponding fall.”’* The coefficient of corre- 
lation between the two series has been computed by Sir Josiah 
Stamp at the extremely high figure + -95 (complete direct 
correlation being statistically known as + 1-0).6 To calculate 
real wage-rates, as Professor Rueff has done, by dividing the 
index of money wages by the index of wholesale prices, is, indeed, 
an unsatisfactory proceeding. I have, therefore, obtained a real 


1 What is said in the text must not, of course, be taken to imply that rea 
wages in all industries are “‘ too high’ to admit of a general equilibrium. ' If 
the rates were lowered in certain sheltered industries to the level now prevailing 
in certain unsheltered ones, it might well happen that the sheltered industries 
would absorb, not only their own unemployed, but—after a transitional adjust- 
ment—the unemployed of the unsheltered industries also. 

2 Cf. my Industrial Fluctuations, p. 218 and Chart. 

3 Revue politique et parlementaire, December 1925, pp. 425 e¢ seq. 

4 Statist, January 9, 1926, pp. 50-1. 

5 Financial Times, March 15, 1926, p. v. 
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wage index-number by the more usual method of dividing the 
index of money wages by the Board of Trade cost of living index, 
and, besides continuing his tabies up to the end of 1926, have 
added a third line to his chart embodying the resultant table. 
The consilience of this new curve with the unemployment curve 
is, it will be seen, practically as close as that of Professor Ruefi’s 
original curve, so that no reason emerges for quarrelling with 
his method of presenting the facts. From the data thus brought 
together, one is strongly tempted—and Professor Rueff yields to 


the temptation '—to infer that the variations which have occurred — 
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in the unemployment percentage are directly caused by the 
congruent variations in the average rate of real wages, and— 
which is, of course, not the same thing—that, if this rate were 
reduced to a level “‘ proper ”’ to post-war conditions, the excess 
unemployment, as compared with pre-war rates, would be 
eliminated. These inferences are not, however, really warranted. 
It is a matter of common knowledge that the great slump of 


1 Thus he writes: ‘‘ Aussi nous bornons-nous a affirmer ici que, le chémage 


diminuant quand diminue le rapport — l’existence en Angleterre de plus 


d’un million de chémeurs indique que ce rapport n’a pas assez diminué pour que 
l’'indice du chémage revienne aux environs de sa valeur d’avant-guerre ”’ (loc. cit., 


p. 433, note). 
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1920-1 had its origin in causes lying altogether outside wages, 
and was intimately associated, whether, as some hold, as the 
direct effect of a deliberate policy of monetary deflation, or, as 
others contend, as a joint consequence of the bursting of a gigantic 
bubble of unwarranted optimism, with a heavy fall in prices. In 
view of the general tendency of money wages to lag behind price 
movements, some rise in rates of real wages could hardly fail, in 
such conditions, to come about. The rise was predominantly an 
effect, just as the growth in unemployment was an effect, of the 
general causes lying behind the slump. It may be argued that, 
with these general causes in operation, the growth in unemploy- 
ment would have been approximately as large as it was, even 
though the rate of real wages had been prevented from rising in 
any degree. We may, of course, disagree with this contention; 
but it is in no way inconsistent with the statistical facts, and 
cannot be refuted by reference to them. These correlations, 
therefore, interesting and suggestive as they are, must not be 
treated as an inductive proof of the conclusion set out in the 
preceding section. That conclusion must continue to rest upon 
the general considerations there advanced in support of it. 

§ 4. If it is correct—if, that is to say, post-war wage policy 
is in fact responsible for adding some 5 per cent. to the volume 
of unemployment which is normally brought about by other 
factors—the country is confronted with a problem of a type 
which pre-war economics never found itself called upon to study. 
An extra 5 per cent. of unemployment—I do not, of course, stress 
the precise figure—is an-extremely serious matter. It is serious 
in its immediate effect upon the output of material wealth, and 
even more serious probably, in spite of the palliatives of organised 
short time and unemployment insurance, in its indirect effect 
upon the industrial quality and personal character of those 
persons and their families upon whom it mainly falls. This class 
of effect would not, of course, be so grave if unemployment were 
spread evenly over all work-people, so that a permanent 5 per 
cent. of it meant that everybody was out of work during eighteen 
days scattered over every year. But, of course, in fact unemploy- 
ment is not spread evenly, but a great proportion is concentrated 
in large masses on a limited number of specially unfortunate 
people. It is not necessary to labour what is obvious. Every- 
body will agree that, if it be true that wage-rates are set at a level 
involving a permanent addition of 5 per cent. to the numbers of 
the unemployed, the position is a grave one. Is no way available 
by which it can be improved ? 
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§ 5. The commonest reply to this question is that what is 
required can be accomplished quite easily by preventing or 
checking the importation of goods which compete with the 
products of home labour. The arguments by which this thesis 
is commonly supported upon public platforms are not of a 
character to interest economists. The conclusion is not, however, 
proved to be false by the mere fact that most of those who believe 
in it do so for bad reasons. The issue must be examined on its 
merits. Classical doctrine, while recognising that the exclusion 
of certain classes of competing imports by prohibition, restrictive 
licences or high duties may, in appropriate conditions, yield long- 
run benefits by developing infant industries adapted to the 
country, preserving established industries from deliberately 
destructive attacks by foreign combinations, and so on, is scep- 
tical of the more general claims popularly advanced on behalf of 
protective policies. It points out that foreign trade is not a 
one-sided but a two-sided operation, and that, subject to certain 
qualifications connected with international borrowing, the real 
issue is not whether British labour or foreign labour shall be 
employed in making motor-cars for Englishmen, but whether 
British labour shall be employed in the manufacture of these 
motor-cars or in the manufacture of export goods with which to 
buy them from abroad. We have a choice, the argument runs, 
between obtaining these motor-cars by making them or by 
making cotton goods to exchange for them. If, apart from fiscal 
interference, we should have chosen the exchange method, 
presumably that is the one which pays us best; and, therefore, 
to prevent us from having resort to it will do usa hurt. In either 
event British labour will—apart from the effect of industrial 
- fluctuations—be fully employed. Interference with foreign trade 
will merely cause it to yield a smaller final product of the things 
we want than it would have yielded otherwise. This argument 
is plainly valid, if we assume that wage-rates are adjusted to 
demand and supply conditions; for this means that in a station- 
ary state there is no unemployment, and in the actual world n 
beyond what is due to the fact of fluctuations. If, however, 10 
be admitted that wage-rates are not fully adjusted to demand 
and supply, but, through collective bargaining or authoritative 
State action, are set at levels which, even in a stationary State, 
would involve some measure of unemployment, the above argu- 
ment is no longer water-tight. 

§ 6. To elucidate this matter it is convenient to imagine an 
artificially simplified case. Let the people of the country be 
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composed of two groups, equipped respectively to make food 
and to make motor-cars. The motor-car makers insist on a 
“living wage ”’ at a level which, in existing conditions, involves 
a number of potential motor-makers being unemployed, and the 
food-makers on a wage which, while giving full employment to 
all present food-makers, will not allow of any motor-makers 
migrating to their industry. To focus the ideas, suppose that 
one-half only of the people attached to the motor-making industry 
are in work; the other half being sustained with food, in return 
for no service rendered, by the rest of the population. The food- 
makers meanwhile obtain half the motor-cars they want, say 
100,000 a year, by exchanging food with domestic motor-makers, 
and the remaining half by exchanging it with foreigners. Suppose 
that in these conditions the Government decide to forbid the 
importation of foreign motor-cars. The food-price of motor-cars 
will go up, and the food-makers, therefore, are not likely to want 
as many of them as before. But, in order to get the clearest 
possible case, let us imagine that their demand is absolutely 
inelastic and that they must have 200,000 cars a year, whatever 
the price. They will then buy the whole 200,000 from the 
domestic motor-makers, all of whom will now be employed at 
their high living wage. They will obviously be much better off 
than before. The food-makers will be worse off than before, in 
that they have to pay a higher food-price for their motor-cars ; 
but they will be better off in that they no longer need to con- 
tribute towards the support of unemployed motor-makers. 
Conditions can easily be conceived in which the extra cost of 
their cars is less than the savings they make in this way: so that 
they and the motor-makers are both better off than they would 
have been had the importation of foreign motors been permitted. 
Even if the conditions are less favourable, and the food-makers 
are worse off than before, it may still well happen that their loss 
(measured in terms of satisfaction) is less than the motor-makers’ 
gain: so that the community as a whole—food-makers and 
motor-makers together—are advantaged by the policy of import 
restriction. It is clear, therefore, that, if wages are set at an 
uneconomically high level, i.e. at a level too high to admit all 
would-be wage-earners to be employed even in a stationary state, 
that policy will in certain conditions alleviate unemployment 
and not inflict any counterbalancing hurt. 

§ 7. The policy is, however, strictly limited in scope. It 
goes without saying that it cannot be used to reduce unemploy- 
ment in industries that make goods for export, nor yet in those 
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which, while manufacturing for the home market, are not subject 
to foreign competition. Moreover, even in home industries 
which are subject to this competition, it would often do more 
harm than good. Thus, against the extreme case of a perfectly 
inelastic demand for motor-cars on the part of food-producers, 
we may set the opposite extreme case of a perfectly elastic 
demand. In that case to stop imports of motor-cars would add 
nothing to employment in the home motor-making industries, 
while it would damage the food producers both by preventing 
them from getting half the cars they want, and, by destroying 
without compensation a market for their output, thus creating 
unemployment among them. It appears, therefore, that a good 
case for restricting competitive imports as a means of alleviating 
unemployment can only be made out in respect of commodities 
for which the home demand is considerably urgent or inelastic. 
A delicate discrimination would be needed, for which neither the 
available data nor the economic education of governing persons 
are at present adequate. If unemployment is to be successfully 
attacked, some device of more general application and more 
fool-proof in nature is required. 

§ 8. Such a device may perhaps be found in a system of 
subsidies. Considerations analogous to those developed in §6 
show that, wherever unemployment prevails on account of the 
establishment of wage-rates in excess of what are required to 
adjust supply and demand, benefit may be conferred on the 
community as a whole by the imposition of certain sorts of taxes 
and the expenditure of the proceeds in subsidies—such as the 
recent coal subsidy—upon wages in industries where there is 
much unemployment. As with the restriction of imports, so 
here the position is made clear most easily by means of a highly 
simplified imaginary case. Consider an agricultural community 
in which farmers own the land and employ labourers, all of whom 
are of equal skill. Let nothing else be produced except wheat 
and let wages be paid in kind. Let the conditions be such that, 
with wages at one bushel of wheat per day, all the labourers would 
find employment, but that, when the rate is put at one and a 
quarter bushels per day, 10 per cent. of them are out of work, 
and the aggregate output of wheat, instead of being A bushels, 
is cut down to (A —a) bushels. Let the State insist, for 
humanity’s sake, that a man out of work shall, nevertheless, 
receive, say, one-third of a bushel of wheat for maintenance, and 
let it take from farmers whatever amount of wheat is needed to 
permit of this. In such a case it is easy to see in a general way 
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that, if a tax is imposed on the income of farmers or on the rental 
value of their land, and the proceeds used to give a subsidy of so 
much per cent. on wages, the labourers are bound to gain, and 
the farmers—when their loss through the tax is balanced against 
the extra output of wheat and their savings in respect of unem- 
ployed labour—may gain. For a full understanding of the 
situation it is, however, helpful to make use of a few symbols.! 

§ 9. Let (x + h) workpeople be attached to a given industry, 
whose products are not exported. Let w, be the wage at which all 
of them would find employment; w, the wage which is actually 
established, and x the number of men that are actually employed. 
If then things are allowed to take their ‘“ natural’ course, 
h workpeople will be unemployed in the industry. For humanity’s 
sake these must be somehow provided for; so we suppose that a 
payment 7 is made to each of them, and—to make the case as 
strong as possible—that the whole sum Ar is taken from non- 
wage-earners. This is the position in the absence of any subsidy. 
Now let a subsidy at a rate s = (w, — wg.) be paid in respect of 
each workman employed; and let the funds for it be raised by 
taxation imposed on non-wage-earners (e.g. income tax). The 
wage (including the subsidy) paid to each workman will hereafter 
still be w,—the workmen already in work will receive no more 
than before—but it will now pay employers in the industry to 
take on (x +h) workpeople instead of x workpeople. The 
output of the new h workpeople taken on will have a value equal 
to some amount (dependent on the slope of the demand curve for 
labour) intermediate between hw, and hw,. Let it be {hw, + he}; 
which, in the special case where the demand curve for labour is 
a straight line, = {hw, + $h(w, — w,)} = {hw, + $hs}. From 
these data it is easy to calculate loss and gain. Workpeople as a 
body obviously gain; for h more of them are employed at the 
full wage w, for which they stipulated. Non-wage-earners 
neither gain nor lose in respect of the x workpeople who would 
be employed anyhow. In respect of the others they make a 
payment in wages plus subsidy equal to hw,: they obtain an 
extra product of a value equal to (hw, + he) (which is less than 
hw,); and they save a payment to unemployed workpeople equal 
tohr. Their net gain is, therefore, equal to {hw, + he + hr —hw,} 
=h(r +ec—s). This is necessarily positive provided that the 
rate of subsidy required is less than the rate of contribution which 
would have been paid to unemployed workmen. In the special 


1 The analysis which follows was suggested to me by Mr. Ramsey of King’s 
College, Cambridge. 
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case where the demand curve for labour is a straight line it is 
equal to A(r — 4s); which is necessarily positive provided that 
the rate of subsidy is less than twice the rate of contribution to 
unemployed workmen. It is obvious that, even when these 
conditions are not satisfied, and non-wage-earners, therefore, 
suffer a real loss, wage-earners and non-wage-earners together are 
bound—apart from possible indirect effects of the process of 
tax-raising—to gain substantially. 

§ 10. The foregoing analysis was explicitly confined to indus- 
tries whose products are not exported. If the policy of subsidies 
were applied to export industries, the balance of gain and loss 
would work out less satisfactorily, because foreigners, instead of 
domestic users, would get the benefit of the price reduction due 
to the subsidy; in effect British non-wage-earners would be 
paying substantial costs for work done for foreigners, which, 
had there been no subsidy, foreigners themselves would have 
paid. Here, therefore, there would only be a net gain to British 
non-wage-earners if the foreign demand were so extremely elastic 
that employment would be increased from 2 to (x +h) by a 
subsidy s, such that (x +h)s is less than Ar. The case for 
subsidies as a means of alleviating unemployment is, therefore, 
substantially weaker for export industries than for others. Even 
so, however, it is clear that the subsidy device is applicable over a 
much wider range than the device of excluding imports that 
compete with home produce. It will lessen the volume of 
unemployment in all conditions, not merely in some conditions ; 
and, so long as it is confined to industries whose products are not 
exported, it will correspondingly increase the real income of the 
country. 

§ 11. The foregoing analysis is in principle favourable to a 
policy of wage subsidies, at aJl events in industriés other than 
export industries, provided that the maintenance of uneconomic- 
ally high wage-rates is taken for granted. When, however, we 
pass from generalities to more detailed considerations, pitfalls 
are revealed. The most obvious difficulty has to do with the 
comparative treatment of workpeople in different occupations. 
If all occupations were rigidly separated from one another, so 
that, not only could no one pass directly from one to another, 
but also the choice among them to be made by each new genera- 
tion coming to industrial age was rigidly fixed, everything would 
be quite simple. Each occupation could be treated as a single 
problem. In real life, however, different occupations are not 
rigidly separated, and account must, therefore, be taken of 
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possible effects of a policy of subsidies in modifying the propor- 
tions of workpeople attached to different occupations. If exactly 
equal fiscal encouragement were given to all occupations, no 
effects of this kind would tend to come about. In practice, 
however, it can hardly be doubted that larger subsidies would be 
paid in industries with low wage-rates and large unemployment 
than in others. For example, at the present time the relatively 
distressed engineering and ship-building industries would cer- 
tainly demand more favourable treatment than, say, the railway 
industry. As the demand for the products of any industry fell 
off and distress became more pronounced, higher subsidies, both 
absolutely and relatively to those ruling in other industries, would 
always be called for. Such pleas would often be acceded to. As 
a consequence, too many people would be set to and kept at work 
in some industries and too few in others. Extraordinary strength 
and competence on the part of the Government would be needed 
to prevent a policy of wage subsidies from acting in this way. If 
these were not forthcoming the resulting social loss might well 
be large. There is also a second serious danger. If the Govern- 
ment were in a position to control the wage demands of the work- 
people as well as the amount of the subsidies, and if it were 
absolutely impervious to political pressure, the adoption of the 
above policy would not lead to any change in the rate of wages 
demanded. In practice, however, once the policy was adopted 
and, as a result of it, unemployment reduced to a low level, 
there would be a strong temptation to workpeople to demand 
higher wage-rates, while employers, hoping to recoup themselves 
from an increased subsidy, might not resist these demands very 
strenuously. In this way both wage-rates and the rates of 
subsidy would be subjected to a continuous upward pressure. 
This tendency, which would exist even in a stationary State, 
would be accentuated in the actual world; for in times of boom 
wages would tend, as now, to go up; and when, subsequently, 
depression came, there would be a powerful demand, very likely 
on the part of employers and workpeople acting together, for an 
addition to the subsidy to prevent them from falling again. The 
annual revenue required to provide the subsidy would thus tend 
to grow larger and larger continually. This is a serious matter. 
To adopt the subsidy plan is to set foot without adequate support 
on a very steep and slippery incline. 

§ 12. The position then is this. If wage-earners insist on 
maintaining a real rate of wages above the economic level in the 
sense defined above, and if no mitigating action is undertaken by 
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the State, an abnormal volume of unemployment, with all the 
material and moral waste that this implies, is the inevitable 
concomitant. In principle it appears that this evil is susceptible 
of large alleviation, of a kind not involving injury to society at 
large, by a system of wage subsidies. But in practice it is almost 
certain that the application of such a system would be bungled, 
with large resultant social loss; nor has there hitherto been 
suggested any other alleviating measure with credentials as high 
as the subsidy plan can boast. I conclude, therefore, that 
insistence by wage-éarners upon maintaining uneconomically high 
wage-rates must involve large unemployment and associated 
social evils, and that, in a democracy such as ours, these evils 
cannot be effectively cancelled. The inference is that it is against 
the interest of the community as a whole for wage-earners to 
insist upon uneconomically high wage-rates. That interest 
requires the restoration, at not too distant a date, of an equi- 
librium between wage-rates and demand and supply conditions. 
This does not necessarily imply that wage-earners must forego 
the benefit of whatever transfer of income from better-to-do 
persons to them would be made under a policy of wage subsidies. 
The same amount of money may still be handed to them under, 
say, a system of State endowment of large families, or in any one 
of many ways. Nor does it necessarily imply a reduction in the 
general level of real wages below which it is now. Increased 
efficiency, itself partly the result of better earnings, partly perhaps 
of a change in mental attitude, would enable a larger number of 
men to find employment at the present rate of real wages per 
week. Again, we may reasonably look to a gradual growth in 
the supply of capital and business ability and in the power of 
foreign countries to purchase British goods, which together will 
imply a rise in the demand for labour. Though the rate of 
capital growth is smaller than it was before the war, it is still 
considerably more than is needed to keep pace with the growth 
of population. The Committee on National Debt and Taxation 
calculate, on the basis of recent birth-rate statistics,! that the 
net addition, after allowing for emigration, to the supply of 
labour is likely to average about 125,000 a year up to 1931, about 
46,000 from then till 1936 and about 20,000 from 1936 to 1941. 
They reckon some £400 per head of new capital to be necessary 
to set a new worker to work at the present standard of living. 

1 Appendix XXI to Report, p. 162. It will be understood that the calcula- 
tion depends on births that have already taken place and not on estimates of 


future births, because, of course, people do not enter the labour market until at 
least fifteen years old. 
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Hence, to keep things in balance, provision of new capital at a 
rate of some 50 millions a year would be needed up to 1931, 
18-4 millions from 1931 to 1936, and 8 millions from 1936 to 1941.1 
As even in the present depressed state of our industries the 
annual amount of new savings appears to be in the neighbourhood 
of 450 millions a year,” the demand for labour will almost certainly 
continue to rise relatively to-the supply. Before very long, 
therefore, the country should be able to provide the present rate 
of real wages for its working population without suffering from 
an abnormal amount of unemployment. In this way the problem 


APPENDIX TABLE 








Rates of 
Rates of 
money wages Trade 
Dr. Bowley’s| divided by | Meney wages Eas 
index-number Board of Bo. dof percent- 
Years. | Quarters.| of rates of Trade index- Trade oneh ages of 
money wages.| number of of living unem- 
pic . index. ployed. 
1913 = 100. | 1913 = 100. 1913 = 100. 
1919 1 207 249 0-96 2-7 
2 209 242 1-01 2-2 
3 216 258 1-00 1-9 
4 221 288 0-91 2-9 
1920 1 231 309 1-00 1-9 
2 250 324 1-01 1-1 
3 267 314 1-02 1-7 
+ 273 284 1-01 5-0 
1921 1 276 227 1-14 8-5 
2 268 201 1-21 20-9 
3 244 - 190 1-12 16-0 
4 228 174 1-15 16-0 
1922 1 215 162 1-16 16-5 
2 202 160 1-11 16-4 
3 189 157 1-05 14-5 
4 178 156 1-00 14-1 
1923 1 177 158 1-00 13-0 
2 177 160 1-05 11-2 
3 174 156 1-00 11-3 
4 173 161 0-98 10-4 
1924 1 174 166 1-99 8-3 
2 177 164 1-04 7-2 
3 179 165 1-03 8-0 
+ 179 170 0-99 8-8 
1925 1 181 169 1-02 9-1 
2 181 160 1-05 10-6 
3 180 157 1:03 11:3 
a 180 117 1-02 11-1 
1926 1 180 122 1-05 10-4 
2 180 124 1:07 12-6 
3 180 120 1-05 13-4 
4 180 120 1-01 13-0 
1927 1 181 127 1:07 




















2 Ibid., p. 16. 


1 Report, p. 244. 
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of post-war unemployment may be expected, so to speak, to solve 
itself. This, however, will only happen if the facts of the economic 
situation are realised by those who control wage policy. If every 
improvement in the real demand for labour is followed immedi- 
ately by a corresponding increase in rates of real wages, the 
maladjustment which now exists between these rates and the 
conditions of demand and supply will not be corrected. Wages 
will be high, but more than a million people will be seeking work 


and failing to find it on every day of nearly every year. 
A. C. Picou 
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FAMILY ALLOWANCES IN NEW ZEALAND 


THE Parliament of New Zealand, by the Family Allowances 
Act of 1926, provided for the granting of direct financial 
assistance by the State to parents who are at once sufficiently 
impecunious and prolific. The plan adopted is fundamentally 
different from that found in European schemes which have 
attracted so much attention during the past decade, and the 
measure may not unreasonably be claimed in some degree to 
restore the Dominion’s title to the rank of pioneer in social and 
economic experimentation. The distinctive features of the 
New Zealand scheme lie in its being financed wholly at the 
expense of the general taxpayer and in providing for all families 
below a stated income-level, regardless of the employment or 
otherwise of the parents. Perhaps even more notable, and 
certainly more disquieting, than the adoption of this revolutionary 
principle is the almost entire absence of criticism or serious 
consideration of the matter either in Parliament or out of it. 
In the words of the local correspondent of the Round Table, 
“Though it embodied a principle of the greatest importance 
on which there had been no general discussion, the Bill was 
put through with the utmost speed and debated in the most 
perfunctory fashion. Introduced into the House on a Tuesday, 
read a second time on Wednesday, it was put through Committee 
in a few moments on Thursday, and then read a third time and 
passed ’—passed, it might be added, without a division in the 
House of Representatives and with an almost equal degree of 
unanimity in the Legislative Council. 

In common with other countries, New Zealand can point 
here and there to instances in which even before the war the 
employee’s conjugal condition was reflected in his remuneration, 
e.g. the payment of married allowance to State school teachers, 
while income-tax exemptions on account of children amounted 
to much the same thing as family allowances for a certain section 
of the community. Similarly, during war and post-war years, 
allowances and pensions to soldiers’ families, calculated at per 
child, and unemployment relief, furnished conspicuous cases of 
the recognition of the needs factor in determining family income. 
These exceptional cases, however, chiefly serve to emphasise the 
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general unconcern of the community in the family responsibilities 
of its members. In contrast with the widespread discussion 
and controversy in European countries and in Australia, very 
scant attention was given to family-allowance or motherhood- 
endowment proposals in New Zealand. Private members’ Bills 
introduced into Parliament in 1922, 1924, and 1925 received 
short shrift; nor was public interest roused to any perceptible 
degree by a visit to the Dominion in 1924 of Mr. A. B. Piddington, 
K.C., the chief propagandist of family allowances in Australia. 
It is significant, too, that a bulletin (Family Allowances in Foreign 
Countries) issued by the United States Bureau of Labour Statistics 
in March 1926, containing a survey of twenty-seven countries, 
cites New Zealand as one of the three countries having absolutely 
no family allowances in private industry. 

The genesis of the political controversy which led to New 
Zealand’s plunge into family allowances was a reference to the 
subject in the annual report of the Secretary of Labour (a non- 
political, Departmental officer) presented to Parliament in 1925, 
which happened to be Election year; after mentioning Mr. 
Piddington’s visit and the Arbitration Court’s pronouncement 
regarding the family-wage problem, the report briefly outlined 
a contributory system of family allowances as “one possible 
solution of the question.” In regard to this the Minister of 
Labour, when later speaking on the Family Allowances Bill, 
said: “‘ The remarks embodied in last year’s report of the Labour 
Department were certainly not the policy of the Government, 
and I do not suppose the Government gave the proposal two 
minutes’ consideration.”’ The essence of the illustration used 
was that a sum of 7s. 6d. weekly should be deducted from all 
adult men’s wages, so providing a fund adequate to allow 7s. 6d. 
per week per child. This reference, in conjunction with a sentence 
in the Prime Minister’s Election manifesto, was construed by the 
Labour Party into a threatened “raid on wages” and was 
eagerly seized upon in the constituencies. The outcome was a 
definite promise by the Prime Minister: “The Government 
intend to make provision out of the Consolidated Fund of the 
country for financial assistance to people on the basic wage who 
have more than two children.’ Returned to office with an 
overwhelming majority, the Government redeemed the Prime 
Minister’s promise during the first session of the new Parliament. 
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New Zealand’s Act 


The scheme adopted may be summarised as under, closely 
following the words of the Statute : 


(1) On application to the Commissioner of Pensions by the 
father of three or more’ children, an allowance shall be 
payable at the rate of two shillings a week for every 
child in excess of two, but so that the average weekly 
income from all sources shall not exceed four pounds 
together with two shillings for each child in excess of 
two. 

(N.B.—“ Child” means a child under the age of 
fifteen years, being a son, daughter, stepson or step- 
daughter of the applicant, and includes a child legally 
adopted, but does not include an illegitimate child, or 
any child not maintained as a member of the applicant’s 
family, or any child receiving a pension out of public 
moneys.) 

(2) In computing the average weekly income, account shall 
be taken of all money or money’s worth received within 
the year immediately preceding the date of the applica- 
tion, and interest at 5 per cent. (or such higher rate as 
may actually be received) on the value of the beneficial 
interest of any member of the family in any property 
(other than furniture and personal effects). The Com- 
missioner may, however, take into consideration any 
increase of income which any member of the family 
may be entitled to receive in the ensuing year, or any 
decrease of income to be suffered by any member of 
the family in that year. 

(3) Where, by reason of physical or mental defect, a child is 
totally incapacitated from earning a living, the allow- 
ance may be continued beyond the age of fifteen years. 

(4) The Minister may authorise the payment of an allowance 
in respect of an illegitimate child. 

(5) Generally, allowances shall be paid to the wife of the 
applicant. If, however, the wife is not living with 
the applicant, or if for any other reason the Commis- 
sioner is of opinion that payment should be made to 
the applicant personally, the allowance may be paid to 
the applicant. Similarly the Commissioner may in 
special cases pay the allowance to any reputable person. 

No. 147.—voL. Xxxvl. co 
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(6) No allowance shall be payable unless the applicant has 
been permanently resident in New Zealand for not less 
than one year, and the children in respect of whom the 
allowance is payable have been resident in New Zealand 
for not less than one year, or have been born in New 
Zealand. 

(7) Save with the direction of the Minister, an allowance shall 
not be payable in respect of the children of any person 
who is an alien or an Asiatic even if he (the Asiatic) is 
a British subject. 

(8) The Commissioner may refuse to grant an allowance if 
the applicant or his wife is of notoriously bad character, 
or has been guilty of any offence or misconduct “ dis- 
honouring him or her in the public estimation,” or if 
either has foregone any property in order to obtain an 
allowance or to avoid its reduction. 


Leaving aside minor points, which will be very briefly touched 
on later, two main issues call for consideration :—First, whether 
the principle of deliberately basing income to some extent on 
number of offspring is sound, or whether any device embodying 
that principle would lead to evils worse than those intended to 
be remedied. Secondly, admitting the principle, is a national 
system of family allowances, financed and conducted by the 
State, preferable to private or semi-private schemes organised 
on an occupational or regional basis? In regard to the former, 
it is proposed to examine a couple of substantive arguments in 
favour of the principle and to consider the validity of a number 
of objections raised against it. Then in the light of the legitimate 
purposes sought to be accomplished we shall perhaps be better 
able to judge the relative merits of alternative methods of tackling 
the problem. 


The Need for Action 


What unquestionably constitutes the strongest argument for 
some ameliorative action is furnished by the present plight of 
an immense number of children. It is easy for critics to boast 
of our national prosperity and to overlook the fact that such 
may co-exist with very considerable poverty and distress. This 
might well be stressed in reply to the suggestion that the expedient 
of family allowances may properly be adopted only by poorer 
countries : clearly, children in ‘‘ wealthy ” countries may stand 
in no less need of assistance. So far as New Zealand is concerned, 
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fairly full information is available, for by a happy coinci- 
dence the quinquennial census was taken shortly before the 
introduction of the Government’s Family Allowances Bill, and 
advantage was taken of the opportunity to secure data. Briefly, 
the position revealed is that some 50,000 children, or not less 
than one-eighth of the total child population, are in a state 
perilously near to destitution. Prices in this Dominion are on 
a high level, and no informed person pretends that a weekly 
wage of £4 can leave a family any surplus for luxury. Yet the 
figures quoted by the Minister in charge of the Bill showed that 
32,762 breadwinners, with 80,265 dependent children, had incomes 
under £4 weekly, and of these 50,989 children belonged to families 
with three or more children. No doubt a scrutiny of individual 
cases would show mitigating circumstances, such as the receipt 
of monetary or other aid not accounted for in the census returns ; 
but it would be futile to suggest that the figures as a whole can 
be so explained away. Nor would it be difficult to produce 
corroborative evidence from other sources, as, for instance, the 
war-time revelations of physical deficiencies in recruits, or, more 
pertinently, the reports of school medical officers. The latter 
show that some ten per cent. of children suffer from what is 
euphemiously termed “‘subnormal nutrition”: no small amount 
of this child starvation is doubtless due to parental ignorance rather 
than to poverty, yet it is difficult to avoid the conclusion that in 
this prosperous young country an amazingly high proportion of 
the next generation lacks the bare physical minimum of a decent 
existence. It is well to remind ourselves, too, that to the extent 
that we pride ourselves on an exceptional degree of national 
prosperity the toleration of such poverty in our midst is all the 
greater reproach. 

An argument for family allowances which finds favour in 
New Zealand, as in Australia and France, is that they will increase, 
or at any rate check the decline in, the birth-rate. It is natural 
to find this contention stressed in countries where public opinion 
welcomes with uncritical enthusiasm any promise of increased 
population, and New Zealand is at present such a country. 
Thus “an increase in the birth-rate, a lowering of the death-rate 
(especially that of children) and immigration ”’ are held out by 
Piddington as probable advantages to Australia through family 
allowances. Similarly, the New Zealand Labour Department's 
1925 report affirms that, granted family allowances, ‘“ the average 
size of the family would tend to increase and single men would 
be encouraged to marry ”; while the Government’s 1925 Election 

cc2 











374 THE ECONOMIC JOURNAL [SEPT. 


manifesto suggested the granting of assistance to wage-earners 
“so that large families will be encouraged and not discouraged.” 
More crudely still, in New South Wales the Minister (Nationalist 
Party) in charge of the Maintenance of Children Bill, 1919, on 
being urged to ‘‘ encourage matrimony,” replied: “So this will. 
They are going to get paid for children.” Another gem from the 
same source is provided by the Health Minister in the Labour 
Government when speaking in the debate on Motherhood Endow- 
ment (1920): ‘‘ We want to encourage the women of the com- 
munity to bear children. ... The civilised races are over- 
educated. We are confronted with the appalling position that 
the coloured races are breeding at the rate of ten to one” 
(N.S.W., Hansard, Vol. 82, p. 4087). 

Apart from the highly objectionable notion of holding out 
financial inducement for the production of children, one may 
well question the wisdom of endeavouring to increase the birth- 
rate among the relatively unsuccessful members of the com- 
munity, for under the New Zealand family-allowance scheme at 
any rate these alone are beneficiaries. It is true enough that 
lack of “ success ”’ as that term is popularly understood furnishes 
no conclusive evidence of a man’s inferiority in any significant 
sense. It is broadly, and only broadly, true that where universal 
education offers reasonable prospects for talent to find its own 
level, then existing social stratification does reflect merit; and 
this is, of course, no denial either of the truth that ability and 
character do not always raise their possessor out of the ranks 
of unskilled or poorly-remunerated labour, or of the equally 
obvious fact that numerous members of the “ superior classes ” 
exhibit characteristics which no well-wisher of humanity would 
desire to see perpetuated. The point to be stressed is that to 
accelerate the rate of reproduction by the least successful section 
of the community must tend to the increase of less desirable 
types. Even if the country is short of population—and this is 
questionable—it is not easy to see that any commendable service 
is rendered either to the community or to the individuals directly 
concerned when further children are brought into existence by 
parents who already have more than the average number of 
children to support on less than a basic wage. Why should 
such parents be encouraged to have still more children to share 
the already inadequate family resources? Does anyone imagine 
that the more children a family has the better ? 

If, then, family allowances would encourage poor people to 
beget larger families, this fact would constitute a powerful 
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argument against such allowances. Happily, however, there is 
no little evidence to support the view that the tendency may 
well be in the opposite direction. It is a statistical common- 
place that a high birth-rate, only partially offset by a high death- 
rate, prevails under poor social and economic conditions. On 
this point the admirable report of the New Zealand Cost-of-living 
Commission (Parliamentary paper, 1912: H.—18, p. xlvii.) found 
substantial evidence of improved material conditions over a 
thirty-year period, ‘‘ attended by a rising marriage-rate, fewer 
births per marriage, a diminution of the size of the average 
family, and a falling bankruptcy-rate, all indicative of a rising 
standard of life.” ‘““The hopelessness of a proper discharge of 
parental duties breeds a recklessness in incurring them.” Indeed, 
that improved conditions are reflected in a reduced birth-rate is the 
most encouraging fact that social investigation has revealed, since 
it entitles us to hope that any substantial improvement effected in 
the economic condition of the masses will tend to ensure its own 
continuance and will not be cancelled out by an increased birth- 
rate. It must, of course, be added that the utility of family 
allowances in this direction is limited. The existence of a relatively 
large family is here a condition precedent to the granting of relief. 
Moreover, income affects birth-rate only indirectly and through the 
standard of life, and allowances would require to be very sub- 
stantial to influence that standard. As much as can safely be 
said is that the contention that family allowances will encourage 
large families is not well founded and that the birth-rate, depend- 
ing as it does upon a variety of factors, will probably not be 
materially affected either one way or the other. This is the 
experience of France: several years of family allowances, com- 
bined very often with more or less ingenious devices to reward 
the begetter of numerous offspring, have not affected the birth- 
rate. 

Incidentally, it is to be noted that to the extent that the 
above challenges the hopes of birth-increase propagandists it 
also suggests an answer to those who fear that monetary aid to 
parents as such will result in an overwhelming deluge of children. 
We are justified in anticipating not larger families but fewer 
children, better cared for, when nations, classes, or individuals 
achieve improved economic conditions. 

In view of the relatively heavy rates of infantile mortality 
suffered by excessively poor families, it is reasonable to hope that 
the institution of a system of family allowances wiil result in a 
saving of infant life. This indeed has by one critic been 
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construed into an objection to such allowances! (article by Sir 
Charles Harris in Edinburgh Review, July 1926). From a merely 
statistical view-point it is true that reduced infantile mortality 
is equivalent to an increased birth-rate, but to describe the two as 
being “ the same thing ”’ is to ignore the human factor. Similarly, 
when Dean Inge suggests that in order to reduce the average 
size of the family we should either “‘ reimpose school fees or enact 
that the State will educate two children in each family free but 
no more ” (Outspoken Essays, Series II. p. 271), he prescribes a 
form of visiting the fathers’ sins upon the children, doubtless in 
keeping with Old Testament theology, but wholly repugnant to 
all decent ideas of children’s rights. 

The upshot of the foregoing is that if family allowances are to 
be justified, it must be simply as a measure of child welfare and 
not as an expedient designed to tinker with the birth-rate. 


Some Objections Examined 


(1) Effect on industry.—A plausible objection to the principle 
of family allowances is that only increased wealth-production 
and no system of mere redistribution can rescue the mass of the 
people from poverty. This is undoubtedly true, and any influence 
tending to reduce the total quantum of wealth is to be depre- 
cated. It is desirable that society should remunerate its members 
according to their efficiency in production, not in reproduction. 
This is well expressed in a resolution adopted by a conference of 
Christian Trade Unions (Belgium) and cited in the U.S.A. bulletin 
referred to above: “ To fix wages in accordance with the number 
of dependent children and not in accordance with the work 
performed would have grave economic drawbacks, for the extince- 
tion of the hope of receiving a larger wage for more and better 
work tends to paralyse the efforts of ambitious workers to equip 
themselves for more highly skilled service.’ It is, of course, 
possible to carry this argument too far, or far enough to raise 
embarrassing questions. Are all men doomed to paralysis of 
ambition if they enjoy, or their children enjoy, some semblance 
of security against starvation? “It is curious,” writes Professor 
A. G. B. Fisher, “ that people who make this objection (7.e. urge 
the need for relying on self-interest as a motive to economic 
activity) never argue that the possession of a secure income will 
encourage idleness in professional or business men ” (Wages and 
their Regulation, p. 204). Indeed, if society is to aim at appor- 
tioning wealth strictly in proportion to men’s productive efficiency, 
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how can the institution of inheritance be justified? And if that 
standard of distribution is to be relaxed, why not in favour of 
children ? 

Clearly, an adequate treatment of this topic would involve 
a digression into the endless problem of motives in industry. 
Suffice it to say that it is vitally necessary to maintain a clear 
connection between wealth-production and reward, while at the 
same time conceding the force of Tawney’s remark: ‘“ The 
assumption that the stimulus of imminent personal want is either 
the only spur, or a sufficient spur, to productive effort is a relic 
of a crude psychology which has little warrant either in past 
history or in present experience ” (The Sickness of an Acquisitive 
Society, p. 78). The objection under this heading to family 
allowances is akin to that commonly raised to a guaranteed 
minimum wage, and in either case it is largely met by insisting 
on a Clear distinction between minimum wages and wages above 
the minimum: though the former be determined primarily by 
human needs, the latter should depend upon the market value of 
services rendered, so that the stimulus of personal gain from 
increased effort will remain (cf. B. Seebohm Rowntree, The 
Human Needs of Labour, p. 15). 

One point of some practical importance deserves mention in 
this connection, and that is the need for care in determining the 
benefit allowed by way of family allowance to the marginal 
recipient when the allowance is confined to persons below a 
stated income-level. Obviously, to allow the full amount up 
to a certain wage, and nothing to wage-earners immediately 
above that limit, would penalise the latter and offer a direct 
monetary inducement to reduce their earnings in order to qualify 
for the allowance. This anomaly is avoided in the New Zealand 
scheme as indicated in paragraph (1) of the epitome of the Act 
above, but an incongruity remains which can be illustrated by 
a supposititious case: the parent of eight children, six of whom 
are beneficiaries under the scheme, has nothing to gain by any 
weekly wage-increase between £4 and £4 12s., nor will he suffer 
any net reduction in income by a fall in his wage from the larger 
to the smaller sum. With the allowance at its present low rate 
this is not serious, but future increases in the rate will expand the 
“doldrums ” in which the individual is liable to find himself. 
This should be remedied by the adoption of some such formula 
as the following (accepting present rates for illustration). The 
‘“‘ basic income ”’ shall be £4 weekly plus 2s. per child in excess of 
two, and the family allowance shall be at the weekly rate of 2s, 
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per child, the total allowance being diminished by one-half of 
any excess of actual earnings and allowance combined over the 
“basic income.” 

Finally in this connection, weight should be given to the 
possibility of improved efficiency which may well follow the wide 
adoption of family allowances. “ In the light of modern industrial 
research there seems to be good reason to believe that the increased 
sense of security given to fathers of families should result in a 
capacity for greater output without undue strain ”’ (Vibart, Family 
Allowances in Practice, p. 172). This is a factor the influence of 
which is likely to be ignored or underrated rather than exaggerated. 

(2) Effect on general level of wages.—An objection to family 
allowances which deserves very serious consideration is that they 
may menace the general level of wages, and particularly the 
earnings of single workers. The reality of this danger is nowhere 
better. shown than in the writings of enthusiastic advocates of 
family allowances. It is easy to demonstrate that single and 
childless men commonly enjoy a surplus beyond the needs of 
bare subsistence, and any device promising to eliminate that 
surplus is likely to commend itself to some employers as an 
admirable measure of wage-economy. Thus Piddington (The 
Next Step) shows how costly to employers are the ‘“ mythical ” 
wives and children of employees, and he suggests (pp. 34-5) 
that under the “family basic income” system the aggregate 
wages-bill (including children’s allowances) may be less than at 
present. Much of the popularity of family allowances in France 
is clearly due to their offering an alternative to wage increases. 
Similarly, the Minister in charge of the New South Wales Main- 
tenance of Children Bill, 1919, speaking of the wage of £3 17s. 
per week fixed by the Board of Trade, said, ‘‘ We are going to 
take it away from the man who has not a wife and two children ” 
(N.S.W. Hansard, Vol. 77, p. 1854). Miss Rathbone, too (The 
Disinherited Family, p. 56), argues that young unmarried men 
have been able to “ fight the battle of higher wages from behind 
the petticoats of their hypothetical wives and children ’’; hence 
they “‘ manage to lead a fairly luxurious life on their wages, 
and enjoy tobacco, alcohol, cinemas and expensive sweethearts ” 
(p. 223). Again, to refute Rowntree’s defence of the bachelor’s 
surplus as necessary to enable a young man to prepare for his 
future family, Miss Rathbone asks: ‘‘ Does experience lead one 
to suppose that the surplus enjoyed by the bachelor is in fact 
generally spent on saving for the equipment of a future home 
or on immediate football and cigarettes ? ”’ 
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It is clear that with the institution of family allowance systems 
there is need for especial vigilance on the part of organised labour 
to maintain at least established wage standards. Particularly 
is this true in times such as the present, when fluctuating price 
levels and confusing money values expose those standards to 
insidious influences not readily apprehended. Nor is this danger 
anywhere greater than in New Zealand; for here wages are 
arbitrarily determined from time to time by the decree of a 
Court, and it is not inconceivable that the provision of children’s 
allowances from a source other than wages may be taken to 
justify a smaller wage. On the other hand, however, it is arguable 
that such allowances, given in the form adopted in this Dominion, 
will strengthen the workers’ bargaining power by lessening the 
sting in the whip of starvation which now gives employers such an 
advantage in a strike or lock-out. It is not inconceivable that 
with a Labour government in office the future will show that our 
1925 Parliament has sanctioned ‘‘ without further-appropriation 
than this Act,” the immediate payment of family allowances to 
striking or locked-out workers even though their earnings, when 
employed, may exclude them from the benefits of the scheme. 

(3) “* Socialistic ’’ or ‘‘ Dole ”’ as objections.—In this enlightened 
age, when one stinging epithet is worth half a dozen dispassionate 
arguments, it is worth glancing at a couple of popular one-word 
objections to the family-allowance principle. To describe a 
proposal or an opponent as “ Socialistic ” is sufficiently damning 
to satisfy those people who ignore the fact that this elusive 
- term scarcely means the same thing to any two persons. “ The 
Bill will have the effect of introducing socialism and State com- 
munism and doing away with the independence of the bread- 
winner,” declared an opponent of the Maintenance of Children 
Bill (N.S.W.) in 1919 (Hansard, Vol. 77, p. 1854). This sort of 
“argument ” could be paralleled by quotations from every 
controversy regarding family allowances—except in New Zealand ; 
first, because there was no controversy at all when our Bill was 
introduced, and secondly, because the promotion of the scheme 
by an ostensibly anti-socialist Government happily preserved us 
from inanities that might otherwise have been inevitable. The 
use of question-begging epithets in this connection, in substi- 
tution for consideration of the proposal on its merits, is but 
typical of political controversy, where labels readily dispense 
with the painful necessity of thought. In much the same category 
is the disposal of family allowances merely by a contemptuous 
reference to “dole.” This objection is picturesquely phrased by 
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Dr. Schiller : ‘‘ Let us universalise the dole! We can have doles 
for the unemployed, the sick, the old, for mothers, for industry, 
for trade, for education, for science, for the Empire. . . . So a 
policy of doles for all would assuredly please all parties and catch 
many votes ” (Cassandra, p. 48). The very comprehensiveness 
of this condemnation, embracing as it does virtually all forms of 
State activity, suggests that the term “ dole ” is a highly elastic 
one. Indeed if family allowances, or ‘‘ doles for mothers,” be 
recognised as consistent with established practice, much of the 
objection on the score of their novel character must disappear, 
and here it is relevant to cite the income-tax rebate allowed 
family men. In New Zealand this concession ranges in value 
from £1 6s. 3d. to £11 5s. per child per annum according to the 
parent’s income. To the father of three children who happens 
to be in the highest income-group the State makes a tax reduc- 
tion of £33 15s., or 13s. weekly : the man receiving less than £4 
weekly and having three dependent children is allowed 2s. weekly, 
and this can not unreasonably be regarded as a refund of a 
part of his indirect taxation. Of these two forms of State 
aid to the family man, why should the 2s. weekly and not the 
13s. weekly be stigmatised as a “dole” ? 


National System versus Occupational or Regional Systems 


If the principle of family allowances is conceded, the important 
question remaining is whether provision should be made through 
taxation levied by the general Government or through some 
system of pools, on a regional or occupational basis, such as is 
common in Europe. In the last analysis, of course, the issue is 
simply between alternative methods, and it is easy to exaggerate 
the difference. In either case the expenditure is a charge on 
industry, and the fact that this is apt to be overlooked is perhaps 
the most potent objection to the method adopted in New Zealand. 
On the other hand, one comprehensive, national system has 
distinct advantages. 

First, a degree of completeness and regularity is possible 
under a national, state-financed system which could not be 
otherwise attained. To the extent that a country lacks large, 
stable industries the difficulties would be enhanced, and this is 
precisely the position of New Zealand. Not merely are the 
people notoriously migratory, but the scale of our industries is 
such that the average number of employees in factories is less 
than twenty. The experience of France shows the difficulty of 
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providing for agricultural employees under a pool system, while 
the case of independent tradesmen and peasant proprietors 
presents even greater difficulties. Failure to provide benefits 
for families in rural areas equivalent to those provided for city 
dwellers would tend to aggravate the drift to the city on the 
part of relatively large families. Almost inevitably, too, the 
payment of allowances from an industrial pool would be con- 
tingent upon the parent’s continued employment. Indeed this 
fact has at times been seized upon by continental employers as 
a valuable by-product of the system. Thus Professor Douglas 
(Quarterly Journal of Economics, March 1924) refers to instances 
of the cancellation of a full month’s allowance for absence extend- 
ing over any fraction of the month, doubtless an effective device 
for what is called ‘‘ improving industrial relations,” or ‘‘ stabilizing 
the personnel,’’ but open to the objection that, in Miss Rathbone’s 
phrase, it amounts to “‘ making the sufferings of children a lash for 
their father’s back.” That the allowances when provided through 
the Exchequer can be unprejudiced by interruption, through strike 
or otherwise, in the breadwinner’s employment, is an excellent 
reason for their provision from this source. Accept the children’s 
welfare as the end in view, and no other answer is possible to the 
question whether family allowances should be cancelled by a 
strike or lock-out or by any other contingency so long as the 
children’s need remains. 

A second and substantial advantage of a centrally-controlled 
national system of allowances is that of economy in administra- 
tion. A multiplicity of sectional schemes means heavy over- 
head costs, while the State Pensions Department has the necessary 
machinery ready to function. 

A collateral advantage from family allowances is that social 
welfare provisions may be attached for the benefit of recipients, 
and this constitutes a good reason for administration by the 
State rather than by or on behalf of employers. Under State 
administration it is possible to impose conditions, such as those 
in the New Zealand Act summarised as clauses (5) and (8) above, 
which conditions may be highly objectionable if imposed by 
private individuals. 

As far as finance is concerned, it is not difficult to justify 
the finding of the cost of family allowances by general taxation. 
If the workers in each industry were recruited from the children 
of its own employees, and if family allowances were intended to 
be a quid pro quo for services rendered in furnishing recruits, 
there would be a strong case for levying a direct charge on each 
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industry proportionate to its number of employees; but neither 
of these hypotheses is correct. Child welfare, the essential object 
of family allowances, is a matter of paramount national concern, 
and direct State action in this regard is on a par with such action 
in the realm of education. 

The conclusion suggested is that the advantages of a single 
national system easily outweigh the advantages of a number of 
sectional schemes. It remains to refer to a couple of anomalies 
in the New Zealand scheme which has been the subject of this 
article. 

Most glaring is the complete omission of aid for one- and 
two-child families, however poverty stricken. It may be that 
the basic income of £4 weekly covers the requirements of a 
four-member family, but this is not a strong reason for with- 
holding even a pittance from children whose parents are not in 
receipt of that basic wage. By what process of reasoning can 
one prefer the claim of a three-child family with £4 weekly to the 
claim of a child indiscreet enough to be the only child of parents 
with a wage of any sum down to nothing per week ? So far as a 
case can be made for the exclusion of these children, the following 
reasons have been advanced :—(a) the first two children represent 
mere replacement of parents and do not increase the net popula- 
tion; (b) wages generally are adequate for the two-child family, 
and in New Zealand the Arbitration Court is commonly supposed 
to base its awards on the cost of upkeep of such a family; (c) the 
mother of one or two children is more easily able to work outside 
the home than if she has three or more children, and family allow- 
ances are intended to compensate for loss of earnings; and 
(d) the greatly increased cost of providing for one- and two- 
child families. None of these points establishes a case for the 
omission of the smaller families, and the first amendment to the 
New Zealand scheme should be in the direction of including 
them. In this respect we have something to learn from the 
French contributory schemes, in five-sixths of which, according 
to Professor Douglas, allowances to dependent children begin 
with the first child. (Wages and the Family, p. 59.) 

A minor anomaly is that which arises from the exclusion of 
aliens, and particularly of Asiatics, “‘ whether naturalised or 
not, or whether British subjects by birth or not.” No doubt this 
provision is politically unavoidable, but the following comment 
on a similar provision regarding Old Age Pensions is applicable : 


“. .. Asiatics are disqualified even though they may 
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have been naturalised. Their exclusion seems a matter of 
course to the people of New Zealand and Australia, who 
are possessed of an unconquerable antipathy to all Asiatics. 
But if racial prejudice is excusable, it should be carried to 
its logical conclusion, and Asiatics should not be allowed 
to become naturalised. Under both English and New 
Zealand law it is declared -that a naturalised subject ‘ shall 
be entitled to all political and other rights, powers and 
privileges, and shall be subject to all obligations to which 
a natural born British subject is entitled and subject.’ 
Therefore, while an Asiatic is permitted to take out letters 
of naturalisation, he is denied the rights which such letters 
expressly confer.” (Le Rossignol and Downie Stewart, 
State Socialism in New Zealand, p. 187.) 


Conclusion 


Our general conclusion is that, even in this reputedly wealthy 
and specially-favoured country, industry in the broadest sense 
has grievously failed to do elementary justice to children, and 
that interference from politics to redress the balance is justified. 
The principle of family allowances is beset with dangers, though 
against these must be set actually existent evils which may be 
mitigated. These allowances, as a means of encouraging the 
procreation of children, are a highly objectionable device and 
unlikely to be effective in practice. As a comprehensive measure 
of child welfare, however, they are to be approved, and their 
direct provision by means of taxation provides an eminently 
satisfactory form of State activity—promising, without diminish- 
ing production, to improve the distribution of wealth by the 


transfer of purchasing power to a most deserving quarter. 
R. M. CAMPBELL 





Victoria University College, 
Wellington, N.Z. 








A NEW METHOD OF WAGE ADJUSTMENT IN THE 
LIGHT OF THE RECENT HISTORY OF WAGE 
METHODS IN THE BRITISH COAL INDUSTRY 


No industry in Britain has gone so far in the direction of 
publicity as has the coal industry. By the terms of the 1921 
agreement, wage fluctuations were made to depend directly, and 
by an explicit scale, on the amount of profits earned. This 
agreement, in spite of faulty drafting, was strikingly original, 
because it established, for the first time in the history of industry, 
a definite system of dividing the total proceeds of each district 
between wages and profits. It is unfortunate that the industry 
should have been in recent years the scene of such acute dissensions 
that the quiet progress within it of a new principle of wage adjust- 
ment should have been almost entirely overlooked. Further, the 
new method seems, after an extended trial, to have commended 
itself to both parties in the industry, for, although it was entirely 
a product of the owners’ ingenuity, and made effective only after a 
three months’ stoppage, the miners have never so far demanded 
its abolition. The following is an attempt to consider its economic 
results, and to see how far it can be recommended for more 
general adoption. 

The nature of the coal industry makes it essential that wage 
costs should be exceedingly elastic. The amount of capital 
invested in the industry is very small relative to the number of 
workers engaged in it, and, as the direct labour costs constitute 
about 70 per cent. of the total cost of production, the margin of 
profit is, therefore, extremely sensitive to the slightest variation 
either in the proceeds of the industry or in its wage rates. The 
former is considered uncontrollable by the owners in an industry 
which includes 1400 separate, competing concerns. Hence, 
since the colliery proprietors of the Tyne and Wear were com- 
pelled to abandon in 1844 their systematic organisation for the 
fixing of prices by the ‘“‘ Limitation of the Vend,” no serious 
attempt has been made in Britain to interfere with the operating 
of the invisible hand. But wage rates have always been con- 
sidered fair game, and attention has been almost exclusively 
concentrated on securing an adequate remuneration for capital 
by establishing sensitive machinery for the continual adjusting of 
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these rates to correspond with the fluctuating proceeds from the 
sale of the product. But in the early days it was impossible to 
ascertain total proceeds, and reliance had to be placed on the only 
handy index of trading conditions which was available, namely, 
the selling price of coal. Under both the formal sliding-scale 
system of wage adjustment, and the later conciliation board 
system, the selling prices of certain standard qualities of coal 
were taken as the best available criteria of the wage capacity of 
the industry. But it was soon discovered that availability was 
almost the one and only merit of the sliding-scale test. It ignored 
both the cost of production and the volume of trade as factors in 
trade prosperity. Although the conciliation boards were estab- 
lished in a spirit of protest against the system, they did, in fact, 
attain to nothing more than a freer and more elastic application 
of it.+ 

It was not until 1916 that an effort was made to evolve a better 
and more reliable index. In that year a committee of the Mining 
Association was appointed to consider the question, and its 
recommendations were embodied five years later in the wages 
agreement of 1921. Most writers on this subject ignore completely 
the existence of this early committee, probably due to the fact 
that its findings were never published, nor were they discussed 
with the miners at the time, because immediately afterwards the 
industry passed under Government control. They remained 
pigeon-holed until in 1919 Lord Gainford, on behalf of the owners, 
brought them before the Sankey Commission as the official pro- 
posals of the Mining Association for the future regulation of wages. 
The essence of the new plan lay in its abolition of the price criterion 
and the substitution of a profits criterion of wage capacity. The 
declared aim of its sponsors was the promotion of co-operation 
between themselves and the miners, and, to this intent, the 
arrangement provided that the workers should benefit directly 
by a reduction in costs. It was hoped thus to stimulate produc- 
tion by giving each man a direct incentive to invest his keenest 
interest and best skill in the industry. 

In this short paper we cannot attempt to do more than briefly 
sketch the mechanism of proceeds-sharing, and endeavour to 
evaluate its results. In the period 1921 to 1926 four distinct sets 
of figures were used to embody the proceeds-sharing principle in 
the coal industry. The first in 1921 provided, with the help of a 


1 For a detailed treatment of the sliding-scale systems, see Sliding Scales in 
the Coal Industry, by Professor Monro; Industrial Peace, by L. L. Price; The 
History of Trade Unionism, by Mr. and Mrs. Sidney Webb, and The Adjustment 
of Wages, by Professor Sir W. J. Ashley. 
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Government subsidy, for the gradual scaling down of wages, the 
second in 1924 provided for an increase in wages, the third in 1925 
for maintaining those wages with the help of a further subsidy 
from the public purse, and the fourth, at the end of the seven 
months’ stoppage, for a reduction in wages, accompanied by an 
increase in hours. For our present purpose the last two have no 
significance on account of their short tenure. The agreement of 
1924 is important mainly because it meant that, in every one of 
the thirteen districts, with the single exception of the Eastern, 
wages became rigid at the level of the increased minimum rates 
it instituted. Only during the three years’ currency of the 1921 
agreement do we find the proceeds-sharing plan in active, if 
intermittent, operation. 

Had the agreement with which the three months’ stoppage of 
1921 ended been as clear and simple as it was brief, it would have 
been a model of compactness, for within ten short clauses were 
embodied all the agreed details of the permanent wage settlement. 
As a matter of fact no new principle of wage adjustment was ever 
so badly served in respect of its draughtsmanship. Apart from 
flagrant omissions, the agreement was a mass of jerky, unco- 
ordinated statements, containing inconsistencies and even positive 
contradictions, and could quite well stand as a classic in muddle- 
headedness. It failed to define the industry—a matter of first 
importance in the coal trade where so many ancilliary under- 
takings are concerned—it bungled hopelessly the ‘‘ recoupment 
clause,”’! and it spoke of “‘ the maximum reductions aforesaid,” 
in relation to the month of October 1921, and never gave them 
at all. These cases—they are merely instances—serve to explain 
the large number of ticklish questions that had to be referred for 
decision to Sir William Plender, the independent chairman of 
the National Board for the industry, and they justify: his rueful 
remark on one of these occasions: ‘In arriving at these con- 
clusions,”’ he said, ‘‘I have endeavoured to place a true con- 
struction upon a document (the agreement) obviously prepared 
under great pressure, and without that full and detailed considera- 
tion which the complexity of the problem required.” The truth 
is that the final drafting of the agreement was rushed through very 
hurriedly under pressure from a Government with a substantial 
though rather elusive dole in its pocket, with the result that 
subsequently the independent chairman had to be called on 

1 See, for details of the anomalous recoupment arrangement, an article by 


the writer, ‘The Recoupment Clause in the Coal Agreement,” the Colliery 
Guardian, January 11, 1924. 
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frequently to interpret the agreement to its composers. For our 
present purpose we shall ignore these initial muddlings, and 
treat the rulings of the chairman as if they were integral parts of 
the original document. 

For the purpose of wage adjustment, the agreement divided 
the British coalfields into thirteen districts of very varying size 
and importance. This grouping corresponded with none previ- 
ously adopted by the industry, and we may ask what principle 
was applied in the process of gerrymandering. With an eye to 
competitive equality, the owners suggested twenty-six districts ; 
the miners, intent on promoting the uniformity of earnings through 
a pooling arrangement, insisted that the whole industry should 
be treated as one unit. The “ principle’ which determined the 
grouping will be sufficiently obvious. Of the thirteen districts, 
six were large and seven small. The wide discrepancy in size and 
importance between them is illustrated by the fact that the largest 
district produced ten times the tonnage of the seven small ones 
taken together. The six large ones were, in order of importance, 
the Eastern District, which included Yorkshire, Nottinghamshire, 
Derbyshire, Leicestershire, Cannock Chase and Warwickshire, 
then followed South Wales and Monmouth, Durham, Scotland, 
the Lancashire, North Staffordshire and Cheshire District, and 
finally Northumberland. The seven small areas were North 
Wales, South Staffordshire and Salop, Cumberland, Bristol, the 
Forest of Dean, Somerset and Kent. 

Although the machinery for determining wages was arranged 
nationally and was common to all the districts, yet in its applica- 
tion each district stood as a separate and independent unit, and 
in each a District Board, with an independent chairman, was 
established to adjudicate in case of disputes. The actual periodical 
ascertainment of the working results in each area was performed 
by accountants appointed by each side. The owners were sup- 
plied with a standard “ Form of Return,” which they were required 
to fill up and return to the accountants for each period. ‘These 
returns had to be certified and signed by a responsible official of 
the colliery, and in addition the accountants were empowered to 
conduct joint test audits of the books of any colliery for the 
purpose of verifying the accuracy of the returns. At first the 
returns were called for monthly, but, early in 1923, the miner’s 
leaders urged that two-monthly periods be adopted with a view to 
enabling the accountants to make a more thorough examination 
of the accounts, and the owners agreed to this. 

From the total proceeds from the sale of coal in each district, 

No. 147.—voL. XxXxvil. DD 











388 THE ECONOMIC JOURNAL [SEPT. 


wages and other costs of production were first subtracted. If 
any credit balance remained, such was, up to the extent of 17 per 
cent. under the 1921 agreement, and 15 per cent. under the 1924 
agreement, allocated on paper to the owners as profit, but these 
percentages were calculated not on capital invested but on the 
total cost of standard wages for the period. This procedure was 
adopted to obviate the necessity of attempting an evaluation of 
capital. It was the intention of the owners in formulating the 
1921 agreement that their standard profits should be guaranteed, 
in the sense that any deficiency in them should be made a cumu- 
lative, preferred charge on future proceeds. The recoupment 
provision inserted in the agreement, however, contained a fatal 
error in wording, which in reality nullified its intention, and cost 
the owners many millions of pounds. If, after the three items of 
wages, other costs and standard profits had been deducted from 
proceeds, any surplus still remained, it was apportioned between 
capital and labour. Under the 1921 agreement 83 per cent., 
and under that of 1924, 88 per cent. of this surplus went to labour, 
and the total was then expressed in the form of a percentage 
addition to basis wages, and was paid out in a subsequent period. 
The position may be made clearer by translating the formula 
into figures, under the terms of the earlier agreement. If the 
total proceeds in any district amounted to £868,000, with standard 
wages at the figure of £400,000, and other costs of production at 
£300,000, the owners’ standard profits, would be £68,000, repre- 
senting 17 per cent. of the £400,000. When these three items were 
subtracted from the gross proceeds the balance of £100,000 would 
remain. Of this, £83,000 would then be added to standard wages, 
making a total of £483,000 as the wage fund for the district. 
This amount would then be translated into a certain percentage 
on basis rates, and the figure would represent the, wage rates 
payable for the following period at every pit in the district. 

But the above arrangement for determining the ‘‘ economic 
wage’ according to the trading conditions in each district was 
subject to two important provisos. Both of these were designed 
to establish minimum limits under which wages should not fall, 
whatever the economic condition of the industry might be. The 
first laid it down that every worker from the highest paid to the 
lowest should, under all circumstances, receive not less than a 
certain percentage, 20 under the 1921 agreement, and 334 under 
the 1924 agreement, over standard wages. The second proviso 
was less important in so far as it applied only to the lowest paid 
adult workers in each district : in their case, if their wages, as 
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above determined, did not reach a certain number of shillings 
per shift, subsistence allowances were granted to bring their 
wages up to what each district decided to be subsistence level. 
The effect of these provisos was to render inoperative the proceeds- 
sharing arrangement in every district for part of the time, and in 
many districts for most of the time. This was particularly the 
case during the currency of the 1924 agreement, which, as it so 
happened, took effect just as the temporary prosperity on which 
it was based came to an end. This intermittent operation of 
proceeds-sharing meant, in fact, that the industry experimented 
with two antithetical methods of wage determination, and the 
frequent contrasts presented enable us in some degree to estimate 
their respective merits. 

In the following tables an attempt is made to trace the effects 
of the proceeds-sharing principle on the volume and regularity of 
employment, and on the output per man-shift. Five of the six 
large districts are taken, the remaining one, Lancashire, North 
Staffordshire and Cheshire, being omitted because in it wages 
were above the minimum percentages only in the first of the 
eight dates mentioned. The five districts taken produce over 
85 per cent. of the total British coal output. 


EASTERN DISTRICT 




















1922. 1923. 1924. 1925. 
Jan. July. Jan. July. Jan. July. Jan. July. 
80 61 M. 
A. 110 54 50 59 56 46-67 
B. 32 
C. 313 305 331- 339 332 327 348 351 
D. 20-48 20-50 20-84 19-85 20-60 19-91 20-30 20-08 
E. 250 272 265 244 
SourH WALES AND MoNMOUTH 
1922. 1923. 1924. 1925. 
Jan. July. Jan. July. Jan. July. Jan. July. 
M. M. M. 
is. M. M. M. 38 M. 42-22 
B. 28 
C. 204 211 220 223 225 219 208 198 
D. 17-13 16-74 16-91 15-89 16-19 15-88 16-36 15-75 
E. 280 286 276 266 
DuRHAM 
1922. 1923. 1924. 1925. 
Jan. July. Jan. July. Jan. July. Jan. July. 
120 M. M. 
A. 94 91 97 123 120 110 
B. 89 
C. 150 155 162 167 171 166 153 126 
D. 18-04 17-74 17:68 17-10 17-15 17-07 17-91 18-20 
E. 262 270 258 238 


DD2 
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SCOTLAND 
1922. 1923. 1924. 1925. 
Jan. July. Jan. July. Jan. July. Jan. July. 
151 M. M. 
A. 133 M. 125 178 146 133-33 
B. 110 
C. 120 121 132 134 134 127 127 116 
Dp. 19-91 1952 1963 1894 18:95 1852 19-01 19-37 
E. 265 275 259 254 
NorRTHUMBERLAND 
1922. 1923. 1924. 1925. 
Jan. July. Jan. July. Jan. July. Jan. July. 
122 M. M. 
A. 86 M. 99 139 125 100 
B. 80 
C. 55 56 58 59 61 59 54 47 
D. 17°37) 17:13) 17-31 16-86 = 17-12) 17-27) «18-05 ~— 18-05 
E. 274 275 259 259 


A. The figures given after the letter ‘‘ A,” i.e. above the horizontal lines, are 
the percentages paid, to the nearest whole number, in the months stated, 
in excess of the basis wage rates in each district in accordance with the 
ascertainments prescribed by the National Wages Agreement of 1921 
(January 1922 to January 1924 inclusive), and the National Wages Agree- 
ment of 1924 (July 1924 to July 1925 inclusive). These figures are taken 
from the Annual Reports of the Secretary for Mines; see, for 1922, p. 119, 
ior 1923, p. 107, for 1924, p. 109, and for 1925, p. 117. 


B. The figures given here, 7.e. under the horizontal lines, represent the minimum 
percentage additions to the basis wage rates payable under the two agree- 
ments. As we saw, the minimum percentage was 20 under the first, and 334 
over standard rates in the case of the second agreement. The figures given 
as denominators show the percentage additions which result from applying 
these provisos in each of the districts. The letter ‘“‘ M ’’ above the horizontal 
lines signifies that the wages paid were the irreducible minimum rates repre- 
sented by the percentage additions given as denominators. 


C. The figures in line ‘‘ C”’ represent the number of work people employed, to 
the nearest thousand, at the times stated. To eliminate, as far as possible, 
variations due to seasonal demand, the unequal incidence of absenteeism, 
local stoppages and holidays, the figures given are those for the quarter 
year which includes the months mentioned. These figures are taken from 
the Quarterly Statistical Summaries of the Coal Mining Industry issued by 
the Mines Department. 


D. The figures in line ‘‘D ” give the output per man-shift worked expressed in 
ewts. The outputs given relate to the same periods as the figures of work- 
people employed, i.e. the first and third quarters of each year. These 
figures are also taken from the Quarterly Statistical Summaries of the Coal 
Mining Industry issued by the Mines Department. 


E. The figures here indicate to the nearest whole number the aggregate total of 
days in each year on which the pits in each area wound coal. These figures 
are a useful index of the intensity of employment, as distinct from its 
‘‘ spread,” as indicated by the numbers employed. It has not been con- 
sidered desirable to quote the separate figures for January and July, as these 
would misrepresent the position, owing to being affected by seasonal demand, 
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and the loss of coal-winding days through holidays, disputes, transport diffi- 
culties, and accidents to men and machinery. Detailed figures for each 
month are given in the Appendices to the four Reports of the Secretary for 
Mines; in the Report for 1922, p. 114, for 1923, p. 102, for 1924, p. 104, 
and for 1925, p. 112; and the general question of the causes of lost time in 
the industry is discussed in some detail in the Report of the Royal Com- 
mission on the Coal Industry (1925), pp. 180-5. 


No dogmatic conclusions can be drawn from the above figures 
but, without straining the evidence, it seems reasonable to assert 
that two important deductions possess a high degree of probability. 
The first is that the operation of the agreements tended to pro- 
mote both the increase in numbers employed and the regularity 
of theiremployment. The figures present us with two significant 
contrasts. Increases in wages were, as the tables show, given on 
two distinct principles. Where the proceeds-sharing arrange- 
ment operated, increases in wages were granted because the 
ascertainments showed that the wage capacity of the district had 
improved, and, as the figures indicate, such increases were accom- 
panied by an increase in the numbers employed, and an increase 
in the regularity of work. But, on the other hand, where increases 
were given solely in virtue of the raising of the minimum rates, as 
by the agreement of June 1924, the results were precisely the 
opposite. In the tables given the only apparent exception to this 
was in the case of the Eastern District, where wages were at the 
minimum for the first time in July 1925, and yet the numbers 
employed were at the maximum, although the regularity of em- 
ployment was severely affected. The increase in numbers em- 
ployed is doubtless due to the large numbers of new pits that are 
being sunk, particularly in the Mansfield and Dukeries areas in 
this district. 

The second deduction is that the operation of the agreements 
had no effect whatsoever in stimulating output. In tending to 
steady employment, the agreements did what nobody claimed they 
would do, but equally they have not achieved what everybody 
claimed they would. The owners who sponsored the new 
principle, and the Government which supported them, both con- 
sidered that its chief merit lay in the direct incentive it pro- 
vided the men to increase their output. For instance, Lord 
Gainford, the official spokesman of the Mining Association, said 
in his evidence before the Sankey Commission: ‘‘ The whole 
scheme, if I may emphasise the point, is directed to give to the 
workmen for the first time a real interest in securing increased 
production . . . the men have a direct incentive to do their 
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best in their respective working-places.”’ 1 And later, he added : 
“Each workman under the scheme would practically become a 
policeman watching his neighbour with a view of trying to help 
the economic production of the colliery.”’? Mr. Lloyd George, 
in announcing the settlement in the House of Commons on 
June 28, 1921, reiterated even more emphatically the same 
claims to the accompaniment of the plaudits of the assembly. 
As a matter of fact there is not the slightest evidence to show that 
the agreements reacted favourably on output. If we compare 
the tonnage of coal raised per person employed underground 
before and during the agreement, we shall fail to trace any ob- 
jective results of the alleged new incentive.’ 

A peculiar feature of the figures before us is that the output 
per man-shift actually increased when the agreements were 
inoperative. When wages were down to the minimum output was 
greatest. This was probably due to the dismissal of men working 
less productive seams, or to greater diligence and better time- 
keeping in face of the possibility of unemployment. But in any 
case the practical application of the new method gives no ground 
for claiming that the hopes of its originators have been realised. 
Nor did theory ever support them. Had they, indeed, possessed 
an elementary knowledge of the history of profit-sharing schemes, 
such hopes would not have found them so easy dupes. As the 
present writer pointed out at the time,‘ it was wholly unreasonable 
to expect that working for a district would ever operate as a motive 
to effort. The truth is that the further we move from a direct, 
individual incentive the feebler becomes the response. The 
degree of stimulus offered to any individual worker by the coal 
agreements may be faithfully stated by considering its appeal to 
an individual hewer, say, John Smith, in the Eastern District. 
He would soliloquise thus: “Shall I work harder, because, if I 
do, and if all the other men at my pit work harder, and if all the 
men at the other 600 pits work harder, and if trade is good and 
the managements efficient, and if I am not dismissed, I will get 
a 1/300,000 part, some months hence, of 83 per cent. of any 
surplus proceeds, if there be any surplus proceeds to divide ? ”’ 
If John Smith decides in the negative, who can blame him? We 


1 See Minutes of Evidence of the Sankey Commission, Vol. II, p. 830, Question 
20,070. 

2 Idem, p. 850, Question 20,569. 

* The appropriate figures are given in the Report of the Samuel Commission, 
Vol. ITI. (Appendices and Index), p. 3. A consideration of the Output Problem 
in some detail will be found in Chap. xi. of Vol. I. of the same Report. 

* See article in the Economic JourNAL, December 1922. 
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know that the effectiveness of any proceeds-sharing scheme is 
in inverse ratio to the size of the participating group, and it was 
absolute nonsense to speak of the agreements as supplying a 
“ direct incentive ” to individual effort. 

It is perhaps hardly necessary to say that the wage agree- 
ments have had no appreciable effects on industrial relations. 
Mr. Lloyd George, when ushering in the 1921 agreement, affected 
to believe that it would ensure peace “‘ for a very long period in the 
coalfields,”” and ‘‘ open a new era of co-operation in the in- 
dustry.” That it has not done so is sufficiently obvious. Nor 
does it seem to have reduced the number of pit or local stoppages. 
For the nineteen years, 1900 to 1918 inclusive, the total number 
of local disputes in coal-mining which resulted in stoppages was 
2542, or an average of 134 per annum. In the four years during 
which the agreements have been intermittently in operation, the 
following are the statistics :— 








—— Number of Number of Work- | Aggregate duration 
: Local Stoppages. people involved. in Working days. 
1922 155 116,000 1,246,000 
1923 186 187,000 1,183,000 
1924 190 134,000 1,563,000 
1925 162 129,000 3,450,000 














To sum up, the new method of wage adjustment, while it has 
falsified the prophecies of its promoters, has yet, it would seem, 
justified itself on other grounds. It was hailed, not only in this 
country, but by expert observers abroad,! as a landmark to better 
relations between employers and employed. There is no evidence 
that it has borne fruit in this direction, for it has neither reduced 
the frequency of industrial disputes nor has it provided any 
incentive to increased output. Its cardinal merit has been its 
contribution to the regularising of employment. It was a pioneer, 
and by no means a perfect, attempt to adjust wages automatically 
and scientifically to industrial prosperity. Wages were thus, as 
long as they remained above the minimum, always within the 
capacity of the industry to bear them, and their payment imposed 
no burden or brake on industrial expansion. Hence it was, 
taking the country as a whole, that during 1922 the number of 
unemployed miners fell from 10-4 per cent. in January to 4-6 per 
cent. in December, and to only 2-4 per cent. in December 1923, 


1 See, for instance, the Final Report of the United States Coal Commission 
of 1922-3, p. 274. 
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but increased again, when the payment of the higher minimum 
rates taxed the resources of the industry, to 7-9 per cent. in 
December 1924, and to 25 per cent. in the middle of 1925. 

In the pioneer task of dividing the proceeds of industry 
between capital and labour it is not surprising that there should 
have been bickerings. What is surprising is that the new principle, 
as distinct from the details of its embodiment, should have sur- 
vived the embittered relations of the two parties, and should not 
only have escaped censure, but should actually have earned their 
commendation. After all, it was no more than an attempt to do 
by due process of accounting, what in all wage negotiations must 
be done, but is usually left to ignorant higgling and erratic guess- 
work. It introduced, for the first time, the practice of measuring 
exactly and ascertaining impartially the proceeds of an industry, 
and it would seem certain that in the near future other industries 
will be compelled by the pressure of wage claims, and the 
necessity of appealing to the public mind, to follow the example 
so inadequately set by the coal industry. 

J. A. Bowie 
College of Technology, 
Manchester. 
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ECONOMIC FACTORS IN THE CHANGING DISTRIBUTION 
OF POPULATION BETWEEN URBAN CENTRES AND 
RURAL AREAS 


Except perhaps in the time of the Greek city states, it is 
doubtful whether so large a proportion of people has ever lived 
in towns as now in a number of countries occupied by western 
Europeans whether in Europe itself or in the newly scttled con- 
tinents. The drift of population towards towns, or rather the 
more rapid growth of urban populations than of rural, most 
marked in highly industrialised countries, is to some extent a 
world-wide feature, least marked, on the other hand, in the 
mainly agricultural countries of the slow-moving East. Were 
this process confined to manufacturing areas and countries, the 
explanation would be fairly simple, and comments on the relative 
decline of rural populations would revolve round the question of 
how far it is expedient for a country to specialise in those types 
of industry that it finds most remunerative, and the choice of the 
places it finds most convenient for conducting them. The facts, 
however, show that some of the most exclusively agricultural 
countries, such as Argentina and New Zealand, that export 
scarcely any manufactured goods and are continually supplying 
ever-increasing quantities of farm produce to outside markets, 
are adding to their urban populations at a considerably faster 
rate than to their rural. - This is apparent from the table below 
showing the officially recorded percentage ratios of rural popula- 
tion to the total population at various dates in certain selected 
countries. 





_ 


1881. 1891. 1901. 1911. 921. 





England and Wales ° : 32-1 28-0 23-0 21:9 20-7 
Canada . : : : 68-3 62-6 54-6 50-5 
Australian Commonwealth . 42-0 37°5 
New Zealand “ : Z 62°34 61-16 60:87 57:07 51-23 





1880. 1890. 1900. 1910. 1920. 





United States ° ° ; 71-4 64-6 60-0 54-2 48-6 

















1895. 1914. 











Argentina . ; : : 57°2 42-6 

















396 THE ECONOMIC JOURNAL [SEPT. 


In view of the above figures, it has to be recognised that forces 
are at work in economically advanced countries, making it possible 
for their agricultural industries to be carried on with a relatively 
declining personnel resident in rural districts. The factors that 
contribute to this result are apparently rather complex in their 
working, and it seems worth while to attempt to analyse them 
and to consider their mode of operation. 

It is often said, and with much truth, that Europeans, especially 
in new countries, prefer town life to country life. There is a 
certain restlessness in the western European and in his descendants 
in North America and the Southern Hemisphere which impels 
him and them to seek the more varied forms of mental stimula- 
tion available in towns, where the opportunities in life are usually 
ampler and more numerous. A close connection exists between 
this restlessness and the enterprising spirit that has enabled these 
people to accomplish so much in the world in a comparatively 
short space of time. At all events, pressure is constantly being 
exerted among western European peoples to shift population 
from the country districts townwards; those who remain behind 
are such as have no aptitudes for, or opportunities of following 
urban callings, or have prospects in the country through succession 
to farms and rural businesses, far brighter than any possible for 
them in the towns. In manufacturing and even in agricultural 
countries also many are drawn to the towns without much 
initiative on their own part, simply because there they find more 
abundant, regular or better-paid employment. For reasons that 
will be examined in detail later, successful industries and forms of 
mercantile business become established and grow in urban centres, 
and a strong economic pull is set up to bring in more or less 
ordinary people as wage-earners. The figures in the table above 
seem to show that the tide is in full progress in‘a number of 
countries. Thus, with some striking exceptions, agricultural 
districts in the Western world continue to exist rather than to 
flourish. The vigorous developments of the age leave them on 
one side, are shaped elsewhere and in a form in which those 
districts have to acquiesce without serious previous consultation. 
Having ceased to offer attractions as a permanent place of resi- 
dence for the keener-witted in this restless age, the countryside is 
being left by the class of people possessed of means as landowners 
who in England and elsewhere in a previous generation established 
homes and lived there, giving it some independent intellectual and 
political impulse. 
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Prime CAUSES OF THE CHANGING DISTRIBUTION 


The decline in the last fifty years in the ratio of the rural- 
dwelling to the total population in a number of countries is to 
some extent, but not entirely, a measure of the increase in agri- 
cultural productiveness per unit of farm labour during the period. 
This statement is subject to some important qualifications, but 
we may deal first with the broad generalisation itself. The rate 
of progress in the saving of labour required to furnish given units 
of farm produce has varied enormously during the period both 
from one country to another and also from one kind of produce 
to another. It appears that this type of human gain has been 
greatest in grain-growing in new countries, and least perhaps in 
certain types of small-scale mixed farming in old countries. It 
is said that in America the 2 hours and 13 minutes’ labour required 
to produce a bushel of wheat in 1833 had by 1904 fallen to 10 
minutes. This is by no means typical of the progress in farming 
as a whole even in new countries, nor does it, of course, make 
any allowance for the increased labour costs in the interval 
involved both directly and indirectly in getting the produce 
to the consumer. Nevertheless, through improvements that have 
affected special types of farming, the general progress in the 
agricultural industry, and the redistribution of differing types 
of farming according to suitability of soil and climate, there has 
undoubtedly been a steady reduction in labour time required per 
unit of produce obtained over large sections of the farm opera- 
tions involved in supplying food and certain raw materials for the 
Western world. This is borne out by the fact that in addition to 
the decline in the ratios of rural populations, less is now con- 
tributed in the way of assistance in actual farm operations by 
women and children, in English-speaking countries at all events, 
than was so contributed fifty or even twenty-five years ago. 

In the absence of intentionally prohibitive tariffs on agricul- 
tural produce, the prices of such produce throughout the countries 
that consume it obviously tend to a more or less uniform level, 
after allowance has been made for any transportation and other 
costs involved. Thus, when during the last half-century large 
quantities of a given kind of produce, for example, of wheat grown 
in the New World, have been forthcoming at a smaller expenditure 
of labour per unit than was necessary elsewhere before, the 
advantage has tended to be shared by all countries participating 
in the international market for that product; for in spite of 
increases in population the result has been a fall in price levels 
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which has caused production to withdraw from those marginal 
areas where the labour costs were formerly highest per unit. In 
other words, unless agriculture has been protected by very high 
tariffs on imported produce, land has tended under competition 
to go out of cultivation and labour to be displaced in all such 
earlier settled areas specialising in the product in question, that 
have not been able to devise means of reducing their costs of 
production, or to find some other kind of farming in which for 
one reason or another competition has been less severe. In any 
case, agriculture in these areas has seldom been able to absorb an 
increased labour force. 

It is obvious that changes of the kind just described have 
been highly favourable to the establishment and growth of manu- 
facturing industries in the older and more densely populated 
areas. Labour there has been set free that was formerly immo- 
bilised in agriculture or ear-marked for the expansion of that 
industry; nominal wage rates have tended to fall owing to the 
cheapening of necessities and to the declining rate of demand for 
labour in the agricultural industry; and such areas, if within 
reach of cheap fuel, could utilise the advantages of the whole 
changing situation in supplying their manufactures to the new 
agricultural areas abroad, too busy for the time being with the 
opening up of farm lands to think of furnishing much of their 
requirements in manufactures themselves. Even those older 
countries, such as Germany, that followed the policy of raising 
the prices of the floods of cheap agricultural produce at their gates 
by means of heavy duties, reaped indirect advantages. The 
proceeds of the duties went in relief of taxation which otherwise 
would have fallen with heavier burdens upon the growing manu- 
facturing industries. These protective countries were able, in 
fact, to afford relief and even to give direct assistance to manu- 
facturers out of the difference, collected by their customs, between 
internal supply prices and the lower world-prices of many kinds of 
farm produce. At the same time the existence of this serious 
potential foreign competition behind the tariff wall made it 
expedient for the farmers in such countries to utilise to the utmost 
any economies in production within their reach or to redistribute 
the attention they gave to different products so as to specialise 
more in those in which foreign competition was least threatening. 

To sum up the position reached at this stage of the discussion : 
it appears that throughout the western European world as a whole, 
forces came into operation during the later nineteenth century and 
continued at work in the early twentieth, that made for a reduc- 
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tion greater than any in previous times, in the proportion of the 
total disposable labour force required for agriculture; there was a 
consequent and more than corresponding increase in the supply 
of human energy available for manufacturing or other pursuits, 
and thus the growth of towns first became rapid throughout the 
modern world in general. 

We have next to observe how the process of rapid urbanisa- 
tion, once set in motion, gathered force and has continued unabated 
in spite of a probable slackening off recently in the rate of the 
reduction in the labour costs of agricultural production. It is 
necessary at this stage to distinguish clearly three sets of costs as 
applicable to farm produce. In the first place, there is the net 
farm cost in the form of payment for seeds and fertilisers and 
for the labour and other incidental services rendered in the 
process of production; secondly, there is the gross farm cost, 
which includes in addition to charges for human services an 
allowance for equipment and other capital employéd; and thirdly, 
there is the final cost of the produce as delivered to the consumer, 
which includes all further charges above those ex-farm due for 
the services of transportation and elaboration. The essential 
features in the development of the last half-century and more 
has been this, that while the net cost at the farm in the form 
of human services there rendered has declined remarkably and is 
probably still declining slowly, a steadily increasing proportion 
of the final, even if reduced, cost to the consumer has gone in 
remuneration for the other charges, namely, those for supplying 
farm equipment and for the services of transportation, marketing 
and elaboration. Further, there has been a steady migration of 
the industries responsible for these latter factors from the country 
districts to the towns. 

The causes above outlined would have been sufficient of them- 
selves to produce some concentration in the towns, but an explana- 
tion for the rapid and sustained nature of that concentration must 
be sought in the cumulative working of the contributive forces. 
We may begin with the broadest feature of the movement. As an 
increasing proportion of the labouring and directive forces was 
released from agriculture in older potential manufacturing regions 
with the advent of cheap farm produce from the newly-developed 
areas, those older regions were in a position to devote increasing 
attention to the manufacture of transport material and farm and 
other equipment for the further development of new lands. The 
latter in their turn provided further increased supplies of cheap 
food and raw materials which intensified the changes already in 
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progress in the older regions; and so on indefinitely within the 
limits set by the area and the unexhausted natural fertility of the 
new lands. Similarly also, within the borders of a given country, 
any increase in the use of machinery in agriculture tends to add to 
urban populations and to diminish the rural through the increased 
employment for mechanics in engineering industries in towns 
and the diminished demand for agricultural labour to produce a 
given volume of farm produce. The development of railways 
and other modern means of transportation not only renders possible 
the exchange of farm produce against manufactures upon which 
the increased use of farm machinery depends, not only creates 
increased employment in towns for the production of transport 
material and rolling-stock, while it diminishes the demand for 
the services of wheelwrights and blacksmiths in the country, but 
also tends to lead to the concentration of transport employees in 
towns whence the routes radiate. When the average haul was 
short as in the old pre-railway village days, the waggoner had his 
headquarters in the farming districts, while with the longer 
average haul and speedier movements of modern times, the railway 
employee and the motor-lorry driver have their homes and their 
headquarters in the towns. 

Perhaps the most striking way, however, in which urban 
populations have grown within their national borders at the 
expense of rural populations is through the widespread transference 
from the countryside to the towns of industries connected with the 
preparation of food, the working of timber, the making of leather 
and soon. This transference is still in progress. The milling of 
cereals, the conversion of animals into meat, the manufacture of 
butter and its substitutes, of jams and various other food-stuffs, 
are now more or less centred in towns even in new countries such 
as the United States and Australia. The tendency is, indeed, to 
push this transference to the point of providing not only for urban 
needs from these factories, but also for those of the surrounding 
country districts as well. In the extreme case the farmer pro- 
duces simply the raw material in the form of wheat, live animals 
and milk, and obtains his supplies of flour and bread, of meat 
(especially bacon) and of butter from a near or distant town. 
Local rural industries for the elaboration of food and home indus- 
tries of the same nature are alike in a state of eclipse in wide 
areas of the Western world. The cumulative operation of the 
processes of redistribution of population is very marked here : 
with the concentration of the elaborative industries and the 
centralisation of their markets in the towns, these industries have 
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been able to utilise machinery and other large-scale economies, 
and these have given them further competitive advantages against 
their country rivals. 

Moreover, as the proportionate need for persons engaged in 
the staple rural industries has declined, there has been a corre- 
sponding relative smaller amount of employment for persons 
engaged in supplying personal services and such wants as can best 
or can only be met locally—for servants, teachers, grocers and the 
like. The numbers of such people may grow apace in the towns, 
but tend to be stationary or to diminish in many rural areas. 
We shall note later the manner in which towns seem to contrive 
to absorb an even greater proportion of the increase of wealth 
than they do of the population, and this gives them an added 
advantage in competing for all kinds of personal or subsidiary 
services and of attracting from the country districts those capable 
of rendering them. 


Gross AND NET GaINs IN REpvucED Lasour Costs 


The gain in the productiveness of agricultural labour is by no 
means necessarily a permanent thing, and, as suggested above, 
may already be slackening its pace. What has happened is that 
the opening up of new agricultural regions together larger than 
Kurope, by certain sections of the white race furnished with the 
instruments of mechanical and agricultural science, has reduced 
the share represented by labour among the factors of production 
that those sections (and other parts of the human race indirectly) 
have had to contribute in agriculture. Nature for the time being 
was prepared to do more, and was enabled to do so because the 
dependent consuming population, though it increased rapidly, 
did not increase as rapidly as new regions were opened. 

Further, proper weight must be given to the factors that con- 
tribute to the result that the gain in the productiveness of agri- 
cultural labour has been less than the increase in the proportion 
of the urban, or the decline in the proportion of the rural, to the 
entire populations. In order to arrive at the net gain, we have to 
set as deductions against the apparent gross gain three features 
already noticed as causatively connected with the recent growth 
of towns ; namely, the widespread transference of certain industries 
from the country districts to the towns, the greatly increased 
labour both for the making of transport material and for the work 
of transportation itself in the modern system of moving agricul- 
tural produce in great quantities and over long distances, and the 
very considerable labour employed in towns in the manufacture of 
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machinery that has displaced manual work in the countryside ; 
and in addition to these, the notable increase of supplies from the 
tropical regions. This last is important, since it seems that many 
more people now live in the towns in temperate regions producing 
goods for which they are able to exchange the products of tropical 
soils. The above four groups of deductions that have to be made 
take no account of the large number of persons, often highly 
remunerated, that are engaged in commerce in the towns merely 
in the work of carrying out the greatly increased number of 
exchanges of goods that the transformation in the economic 
system has involved. It is unfortunately impossible to measure 
quantitatively either the gross gain or the amounts that have to 
be subtracted in order to arrive at the net gain. That the latter 
has been continuous and in the aggregate considerable there is 
little doubt, but it has clearly not been as great as might at first 
be supposed. 


Economic DOMINATION ON THE PART OF THE TOWNS 


The social results of this redistribution of population are 
evident enough. Urban populations in a number of countries 
have gained both economic and political strength out of all pro- 
portion to that in their hands half a century ago. The democratic 
systems of government of the modern world favour the concen- 
tration of effective power in the towns, which in any case enjoy 
strategic advantages in economic bargaining. The material 
attractions that towns have to offer are real enough for those who 
have the capacity to take advantage of them. The best brains 
of each country or region thus gravitate to the urban centres, 
and every accession of talent gained by these centres from the 
adjoining country districts increases the economic power in the 
hands of the townspeople while it diminishes both the productive 
and the bargaining power in the agricultural districts. The net 
result is that the greater part of the material gains that machinery 
and modern developments have brought to the Western world 
in reducing the labour required in agricultural production has 
accrued to the towns. The balance of the gains has gone 
for the most to the owners of farming land qué owners, who on 
realising the increment frequently move to the towns, taking the 
command of wealth so gained with them. Agriculture remains on 
the whole a poorly paid occupation compared with commerce, 
manufacturing and finance, except perhaps in a few countries 
such as Denmark and New Zealand, where the national intelli- 
gence is concentrated on agriculture rather than on urban indus- 
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tries. It would almost appear that in a number of countries 
farmers are out-manceuvred all along the line—in command of 
capital and finance, in the drafting of tariffs, in collective bargain- 
ing, in the marketing of their produce; that as a consequence 
agricultural industries are forced to work for less than their due 
while the town-dwellers get more than their share. 

This will continue as long as the supplies of agricultural pro- 
duce are maintained in reasonable abundance either by the 
addition of new sources in the tropics or elsewhere, or by the 
more intensive development of recently opened temperate regions, 
or by the application of improvements that increase the pro- 
ductivity of agriculture as a whole. Whether it will continue 
indefinitely depends mainly upon the future rate of increase in 
the populations of Western Europe, of North America and of the 
regions in the Southern Hemisphere occupied by Europeans. 
Among large sections of these populations the preservation of the 
standard of living appears to be a more important consideration 
than continued marked increases in their numbers; and this 
feature is more pronounced in the towns than in the purely agri- 
cultural areas. Increasing urbanisation seems, in fact, to be 
accompanied by a tendency towards a stationary or even a declin- 
ing figure for the populations of whole countries within the western 
European world. If, however, the great consuming populations 
for agricultural produce fail to increase, or increase only very 
slowly, white agricultural populations will never regain a strong 
economic position arising from a relative scarcity of what they 
have to sell, so long as the great temperate regions remain in the 
hands of the races and peoples now occupying them. Farming 
may in some ways be a skilled calling, but with the advance of 
agricultural science and the accumulation and funding of experi- 
ence it is becoming less so. The days of pioneer farming, which 
called for special qualities of character and in which increases in 
land values formed a substantial part of the return for the labour 
and hardships, are passing away; as long as the birth-rates in rural 
areas remain higher than those of the towns, as long as food- 
stuffs and fibres are obtained by industrial populations indiffer- 
ently from the temperate regions farmed by Europeans or from 
the tropics and other parts of the world occupied by coloured 
peoples, there is little likelihood of farm labourers and farmers 
becoming sufficiently scarce to force up their rates of remuneration 
very much in any white man’s country. 

E. W. SHANAHAN 
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CROP-FORECASTING IN ENGLAND 


THE numerous factors affecting yields have been enumerated 
in a previous article (Economic JOURNAL, September 1926), 
where reference was made to the difficulties inherent to estima- 
tion even of gathered crops, and the fallibility of the human 
machine, when engaged in combining varied rates of productivity, 
was stressed. Yet it would seem that the still more hazardous 
process represented by forecasting yields is, in certain quarters, 
regarded as merely dependent upon mathematical calculations. 
Thus, Professor L. W. Lyde, writing upon the subject of “‘ Russian 
Wheat Supplies,” + has said: ‘‘ For instance, in England the 
Shaw formula, even when not checked by the ‘ Rothamsted ’ 
formula, is remarkably trustworthy. It computes the yield by 
subtracting from a datum of 39-5 bushels per acre a maximum of 
about 79 lbs. for each inch of rain that has fallen during the 
thirteen weeks of September, October and November, and the 
actual results show an astonishing agreement with the subsequent 
yield as given in the official returns. Why? Because we know 
that the ‘extra’ rain prevents, or even postpones until spring, 
the proper preparation of the land, and it restricts root develop- 
ment. And we can put definite values on the various factors 
and make the necessary additions or subtractions. Indeed one 
may say to-day with little fear of confusion that the yield of 
wheat in England next autumn will be certainly circa 33 
(39-5 — 6-3) bushels.”’ [Actually the recorded yield was 29-6 
bushels.—J. A. V.] Here we find associated with the whole of 
England, a formula tentatively put forward by Sir Napier Shaw 
twenty years ago as mainly applicable to East Anglia. This 
method neglects variations in the local distribution and times of 
precipitation, ignores all reference to climatic happenings from 
January to July, and, moreover, assumes that effects upon clay, 
fen and breck-land soils are similar. It affords an interesting 
pursuit retrospectively to investigate on these lines the yields of 
past years, but although certain limited areas and some seasons 
may bear out anticipations, it is impossible thus to dogmatise 
upon results. The writings of anyone versed both in meteor- 
ology and in agricultural statistics, such as those of R. H. Hooker, 
e.g. ‘‘ Forecasting the Crops from the Weather ” (Presidential 


1 Times, January 4, 1926. 














SEPT. 1927] CROP-FORECASTING IN ENGLAND 405 


Address, Royal Meteorological Society, 1921), afford a timely 
warning as to the limitations attaching to these inquiries. The 
best that can be said for them may be summed up in Hooker’s 
own words: ‘I do not suggest that predictions should be based 
solely on statistical records of the past weather. But I do suggest 
that these records must not be ignored. It is abundantly clear 
that the weather plays a part, invisible to the eye, in the internal 
structure of a plant that can be measured by such statistics : 
something, we may say, goes on inside the plant which is not 
recognised by an observer in the field, and which only exhibits 
its matured effect in the ripe crop. It is quite obvious that these 
numerical records must be worked up and the results taken into 
serious consideration, and used in conjunction with other facts, 
such as those learned by actual observation in the fields, for 
foretelling the future harvest.’”’ There we must leave these 
theoretical methods, putting beside them those much more 
venturesome long-term forecasts based on apparent cycles in 
production, which, from time to time, cause no little stir, for we 
are here concerned with existing practices and possibilities. 

The Board of Agriculture inaugurated, in 1906, a system of 
forecasting probable yields of staple crops, based upon their 
condition at monthly intervals. Four statements are issued, 
which, up to 1922, recorded as percentages of 100 (‘‘ an average 
crop’) their appearance on the first day of July, of August, of 
September, and of October (upon occasion, and for certain 
products); subsequently the basis was altered to actual yields 
in terms of bushels and hundredweights. These figures are, in 
the first instance, prepared by the Crop Reporters, and then 
amalgamated in the usual manner by the headquarters staff so as 
to be applicable to the whole country. It is here not necessary 
to classify in advance the respective values of each monthly 
forecast, but it may be stated that for most crops each report 
tends to approach nearer to the “actual” yield ultimately 
recorded, but many aberrations are necessarily found, and on 
occasion the trend is in the opposite direction, e.g. in 1916 Barley 
figures ran thus: 95, 97, 99, while the yield was represented by 
95. In the case of such a fickle crop as roots, forecasts made two 
or three months in advance possess little value, and only the last 
can generally be accepted as a serious contribution to the farming 
situation. 

The following comments relate to an inquiry made into the 
accuracy of the last forecasts (i.e. September in the case of cereals, 
and October in that of roots) when compared with the yields 
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subsequently reported. In general, they exhibit features common 
to such estimates whensoever made, and relating to whatsoever 
crops, viz. they tend seriously to under-estimate yields. For 
example, H. L. Moore, in Forecasting the Yield and the Price of 
Cotton, devotes much space to this subject, and is satisfied that 
forecasts of the United States Department of Agriculture possess 
“inherent defects that lead to an under-estimate of the yield 
per acre. The official method of forecasting, if applied to the 
data referring to the condition of the crop during a period of 
twenty-five years, gives a predicted yield per acre, which is an 
under-estimate 19 times when based upon the May condition, 
16 times when based upon the June condition; 15 times in July; 
16 in August, 15 in September.”’ We, in this country, are not 
concerned with divergencies from that American entity—or 
fiction—‘‘ the normal crop,”’ which is “not represented by an 
average condition, but a condition above the average, giving 
promise of more than an average crop”; neither is it a perfect 
crop, for “the normal represents something less than this, and 
thus comes between the average and the possible maximum ” 
(Official Instruction, U.S.A. Department of Agriculture). For- 
tunately the forecasts for England and Wales have taken as their 
basis the “ten-year average ” crop, and are expressed as per- 
centages of this figure; a recent development has comprised the 
issuing of statements of probable total out-turn, based on the 
ascertained acreage multiplied by estimated rates of yield. Yor 
the three principal cereals it will be seen (in the diagram opposite) 
that the last forecasts, made at a time when harvest is in full 
swing everywhere, and often actually completed in the southern 
and eastern counties, (a) tend seriously to understate the position, 
and (b) generally fail to anticipate an above average return. 
Thus, the very dry season of 1921 completely misled the Reporters, 
who did not recognise it as providing an abnormal crop of Wheat 
(doubtless under-stated at 116), but suggested as appropriate 
figures of 100, 101, and, finally, of 104, and at the same time 
forecasted the Barley crop as 89, against results of 96. It is 
typical of their outlook that even the September forecasts failed 
to appreciate the situation, the majority of Wheat reports 
recording ‘average,’ “slightly above average,” or at best 


indicating a figure of 105 as applicable. All students of agri- 
culture are familiar with such statements as the following, which 
emanate only too frequently from those connected with the land : 
“the worst harvest I have ever experienced,” “ results will be 
even worse than in 1879”; if these assertions are subsequently 
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ou compared with the same speakers’ reports, based on the yields 

“8 of the threshing machine, their biassed nature is apparent. Is it 

: likely that local officials are entirely free from such tendencies ? 
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see There is little to choose between the accuracy attained in 

sal forecasts of Wheat and Barley, save that the second, or August, 

~~ forecasts of the latter have actually been inferior to those issued 

‘ch in July. Oats clearly afford the worst results, since only upon 
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— the final figures, whereas for Wheat this occurred six times, and 

tly for Barley on seven occasions. It would not appear that the 
comparative dates of commencement, or the subsequent duration, 
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of harvest have influenced these results, for inquiry has failed to 
trace any connection therewith. There is no evidence to suggest 
that the margin of error in forecasting cereal crops has improved 
during the twenty years they have been prepared, although the 
dates of issue have themselves been retarded; in any event 
September “ forecasts ”’ can generally be based on a proportion 
of actual weighings, and should be correspondingly facilitated. 
As comparisons are effected with the ten-year averages, and Crop 
Reporters consistently fail to anticipate yields equivalent to these 
figures, which are the outcome of their own judgment, and have 
themselves been declining during the two decades under review, 
it would seem that progress is barred, and further diminution 
in official yields may possibly be expected. For example, on 
only six occasions in the twenty years has the ascertained yield 
of Barley been recorded-as above the average, and eight times 
was this the case with Oats. Reporters are bound to be affected 
by their previous forecasts, and hence reluctant to acknowledge 
improvement. Since lack of space precludes any separate 
diagrammatic representation, the following table has been sub- 
stituted, which well demonstrates the universal character of the 
tendencies referred to above, the principal crops subject to 
preliminary estimates being ranged in the order of their accuracy 
as revealed by the final forecasts. 











Mean Error (%). 
(Signs ignored.) 
July. August. September. 

Wheat ; : ‘ : , 4:4 3:8 2:8 
Barley ; : ; ; ; 4:3 4:5 3-3 
Meadow Hay ; : ‘ . 4:8 3-7 — 
Oats : : : ‘ : 5-1 5:3 4:9 
Mangolds : ; ; 4:5 5-7 5-6 
Potatoes ‘ : : : 71 5-6 6-3 
Beans . ; : ; : : 8-2 7-6 6-5 
Peas P ‘ : 8-2 9-3 76 














It will be observed that the degree of accuracy secured in 
cereal estimates as between July and August is very similar, but 
in three cases (Barley, Oats and Peas) the passage of a month 
results in wider errors appearing. The last forecasts for Mangolds 
are worse than the first, the third for Potatoes inferior to the 
second, but root crops are particularly subject to the onslaughts 
of pests and disease, so that such results are not unexpected. 
The pessimistic views of the Crop Reporters can best be illustrated 








Q ve Qerecat re 








1927] CROP-FORECASTING IN ENGLAND 409 


by analysing the number of times in the series of twenty years 
that a below average crop was anticipated at the final forecast, 
when the following data are obtained—Wheat 7 times; Barley 
15 times; Oats 15 times; Beans 9 times (in thirteen years) ; 
Peas 13 times (in thirteen years); Potatoes 13 times; Mangolds 
11 times; Meadow Hay 9 times (in nineteen years). Out of a 
total of 125 final forecasts, 101 were put below average, 20 above, 
and 4 coincided with that figure. This bias is accentuated when 
it is remembered, firstly, that the ten-year average was, for six 
crops out of the eight, not merely stationary, but lower at the 
end of the period than at its commencement, and, secondly, that 
the margin by which estimates fell below the average greatly 
exceeded that by which they more rarely exceeded it. 

It is unfortunate that strictly comparable forecasts are not 
issued by any independent body, so that it might be possible to 
place the official series side by side with extraneously prepared 
estimates, as was effected in the case of recorded yields. The 
Times, however, compiles preliminary statements early in the 
months of July, August and September, in which the condition 
of crops is recorded in percentages, where 100 equals “‘ a healthy 
and average growth and development for the time of year.” 
This figure, being somewhat akin to the United States “ normal,” 
its main function is to provide an indication as to whether im- 
provement or deterioration is registered at each monthly interval, 
but a close examination of the final, or September series, extending 
over the same period of years (1906-1925) as covered by the 
Ministry’s forecasts, provides evidence that they are at least 
free from any bias and, further, are in harmony with the Times 
statements relating to final yields. Thus, for the six crops 
represented by Wheat, Barley, Oats, Beans, Potatoes, Roots 
(‘‘ Turnips and Mangolds ”’), the September statement of condition 
indicated returns above the average on 73 occasions, below it 
45 times, and equal to it twice. Incidentally, proof of the 
steadiness of the final figures themselves is forthcoming when it 
is recorded that on 64 occasions these “ actual” yields worked 
out as above the ten-year average of their precursors, and 56 
times were below it. 

Grounds have previously been given for the belief that yields 
are not quite as low as the official figures suggest, and it now 
transpires that the official forecasts too often fail to attain the 
modest level occupied by the latter. Admittedly, the task set 
the local officials is a difficult one, but again it would seem that 
extreme conservatism is hampering their decisions. In this 
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particular work no methods of precision can avail, and all that 
can be suggested is that the tendencies recorded above should be 
brought to the notice of Crop Reporters, and, in addition, that, 
prior to harvest, reminders might be issued that below average 
forecasts of yield would not be accepted unless based upon 
irrefutable evidence. J. A. VENN 
School of Agriculture, 
Cambridge. 








A HISTORY OF BARCLAYS BANK 





History of Barclays Bank, Limited, including the many Private 
and Joint Stock Banks amalgamated and affiliated with it. 
Compiled by P. W. Martruews, Chief Inspector of the 
Bankers’ Clearing House (1900-1920). Edited by ANTHony 
W. TuxKe, Local Director of Barclays Bank. (Blades, 
East and Blades, Ltd. 1926. Pp. xiv + 441. 4to.). 


THIRTY-FIVE years ago there was no more obscure subject 
in English economic history than the growth and operations 
of the country bankers and their London agents. It was prac- 
tically an unwritten chapter in the history of modern banking ; 
and even to-day, as these banks were under no sort of regulation, 
and essentially private banks, we lack the necessary statistical 
basis for a scientific account of them. After 1896, Martin’s 
History of the Grasshopper, followed by Hilton Price’s London 
Bankers, Maberley Phillips’ Banking in the North of England, 
Cave’s Banking in Bristol, with other sketches of less pretension, 
first threw really valuable light, either on the country banks 
themselves, or, what is even more significant in view of later 
developments, on the relation of these country banks to their 
London agents. 

We now have a most. important addition to our resources. 
This History of Barclays Bank gives us the first comprehensive 
account of one of our great clearing banks from its earliest begin- 
nings to its huge modern issue as one of the largest banks in the 
world. The economist Storch said in 1815 that Great Britain 
was the only country in Europe in which there were any private 
banks. The statement requires qualification; but there is 
certainly no other country in which such private firms, half- 
bankers and half traders, can be more profitably studied, or have 
given rise to such remarkable developments. Nor is there any 
English bank better suited through all the stages of its long 
history than Barclays to illustrate the most characteristic features 
of these developments. A preliminary glance at the outlines 
of our banking history may serve to show the special value of 
such a contribution as this volume can make to it. 

Our first bankers, the goldsmiths, like the Bank of England, 
which afterwards absorbed a good deal of their business, were 
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London bankers, well able to cater for London needs. But the 
country districts of England were practically destitute of banking 
facilities. Burke said that when he came to England in 1750 
there were not twelve banks outside London; and these, no 
doubt, were of the most primitive type. The country clamoured 
for means of remittance. This has always been the first origin 
of the rise of banking, as opposed to mere money-lending, or the 
discount of bills. The Bank of England, unlike the Bank of 
France, never has had any effective branch business, and could 
not supply the desired facilities. They were first provided by 
successful traders in the country, who had correspondents in 
London, and gradually admitted local friends to share their 
opportunities of remittance. Later, as the demand increased, 
a charge was made for this service, and the work became so profit- 
able that the country merchant gradually dropped the trading 
side of his business and became a banker pure and simple. For 
many reasons, English financial operations have always, and 
more than in any other country, tended to centre in the metropolis. 
Hence the country bankers were soon obliged to obtain regular 
banking agents in London. For this purpose they used the 
descendants of the goldsmith bankers, mainly grouped in Lombard 
Street and its vicinity, but to be found as far west as Temple 
Bar and even beyond. English trade was making rapid progress, 
especially in its foreign relations; and what a country merchant 
wanted, when discounting a bill with his banker, was not cash, 
in the form of coin or notes, but a safe and easy means of making 
and receiving payment in London. The country banker, by 
drawing on his London agent, furnished a convenient London 
currency, which made such transactions possible without trans- 
port of cash. Before the close of the eighteenth century there 
were some 500 of these country bankers, with some 50 London 
banks, a dozen of whom did most of the agency work; and the 
drafts of the country banks on London had become the most 
convenient form of mercantile “cash” for internal purposes. 
English merchants abroad gradually developed into bankers 
in much the same fashion; so that a century later, the bill on 
London had become, what it still remains, the most valued form 
of international currency. Thus first the country bankers, 
and then the merchant bankers abroad, created the famous bill 
on London, which by the punctuality of payment of their London 
agents ultimately obtained world-wide repute. But there was a 
further development which did even more than punctuality of 
payment to give the London bill its present unrivalled position. 
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This was the rise of the bill-brokers and the London bill market. 
They provided facilities of discount nowhere else obtainable, 
so that the owner of a first-class London bill is not only certain 
of due payment, but can at any moment command cash. 

All these features of English banking history, except the rise 
of the bill-brokers and the bill market, find copious illustration 
in the volume under review; and the later history, dealing with 
the rise of joint-stock banking in England, limited liability, and 
the great banking amalgamations after 1915, is adequately 
sketched. 

This later history, especially after 1875, is a history of amal- 
gamations, with the general result of which the public are pretty 
familiar. But what deserves the special notice of students of 
banking is the form, in several respects quite peculiar, which 
amalgamation has taken in the case of Barclays bank. The 
nucleus of the combination consisted of two great firms united 
in 1888; Barclay, Bevan, Tritton & Co., and Ransom, Bouverie 
& Co.; each of them London agents of a number of country 
banks; and their first amalgamation of 1896, a most natural 
one, was a union with some twenty of these country banks, in 
which the Gurneys of Norwich and Backhouse of Darlington 
figured most actively. From time to time after 1896 there were 
many similar unions with local banks, especially in districts 
where the bank was not previously represented. Finally, after 
1915, Barclays joined in the general movement for concentration 
on a far larger scale, and amalgamated with large centralised 
branch-banks of a different type. In the end it has become the 
third in size of our Big Five clearing banks, with deposits of over 
£300 millions, and 1838 bank offices. 

Big banks are obviously necessary in these days of colossal 
business firms. But the new system, in banking as in industry, 
brings with it new difficulties. It makes the personal contact 
of lender and borrower almost impossible, and tends to substitute 
inelastic ‘“‘ head office rules” for the unfettered discretion and 
intimate personal knowledge of the old owner-managers of the 
private banks. It is difficult too, in the big centralised bank 
to provide adequate opportunities for the training of men who 
must be found to fill the highest and most exacting administrative 
positions. 

Barclays from the first, as this History shows, adopted a policy 
expressly intended to lessen these difficulties. It tried to preserve 
the individuality of the amalgamated banks by creating Local 
Directors and local administrative districts, and, further, by 
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inviting representative partners of the absorbed banks to sit as 
directors on the London Board. In this policy they have (perhaps 
unconsciously) closely followed the lines laid down, a century 
ago, by William Joplin, the great apostle of Joint-stock Banking 
in England. 

The system seems to work very well. At any rate Barclays 
show no sign of going back on it, but are gradually extending 
the policy to include the branches of the large centralised banks 
amalgamated after 1915. The retention as directors of partners 
in the old banks has evidently been of service; for many of the 
highest positions in the amalgamated bank have been held by 
these men, and almost every member of their Board is a trained 
practical banker. There are now 33 local head offices, and no 
less than 38 directors on the General Board, most of them actively 
engaged in the local offices; besides 5 advisory directors, not 
necessarily bankers. It may be added that all the capital of 
the bank is fully paid up. It is not easy to see the value of un- 
called capital as a bank asset; for in any serious emergency it 
is very doubtful whether it could be called in. 

The greater part of the History, after these questions of 
general policy have been dealt with, is devoted to the history 
of the individual banks amalgamated. It contains a mass of 
interesting and sometimes romantic detail, largely personal 
and biographical. It abounds in character sketches and in matters 
of pedigree and relationship; and continual reference is made 
to such subjects as the religious sympathies of the earlier bankers, 
‘and especially to the influence of the Quakers in this banking 
group. In the course of the narrative the reader is introduced 
to a large number of the best known names in English banking : 
Alexander, Backhouse, Barclay of course, Bevan, Birkbeck, 
Bolitho, Bosanquet, Bouverie, Buxton, Eaton, Foster, Gosling, 
Gurneys, Hoare, Leatham, Lucas, Pease, Peckover, Seebohm, 
Tritton, Tuke, Williams and many others. If he happens to be 
a high-brow, he may find the personal element too prominent. 
But he should reflect that the prominence of personal relations 
and questions of character has always been a marked feature of 
English business, and goes far to explain the relatively small 
part played in it by collateral and other formal security, and the 
consequent ease and rapidity with which transactions are put 
through, matters constantly noticed by foreign observers. 

It is nowhere more vital than when we are considering banking 
in its early stages, when success depended primarily on the power 
of furnishing means of remittance. In the case of the English 
country bankers, it was precisely their intimate relationships 











1927] A HISTORY OF BARCLAYS BANK 415 


and bonds of religious sympathy which furnished them with 
the necessary basis for business correspondence and banking 
co-operation : just as the Jews had secured it by their racial 
coherence and their curious corresponding societies which Milman 
has described for us. It is really astonishing how intimately 
the English banking families were inter-related. The writer 
was once shown by an English. banker a very elaborate pedigree, 
some four feet square, on which he made out his descent from 
Sir John Houblon, the first Governor of the Bank of England. 
It further appeared from this tangled web of descents and 
marriages that he was also connected with almost every banking 
family one had heard of. This intimate and complicated relation- 
ship is fully illustrated in the book we are considering. It largely 
extends our printed record of such connections, and perhaps 
even more of those religious sympathies on which they were 
grounded. The Quakers have played a great part in English 
banking, nowhere more than in the Barclay group : the Huguenots 
may rank next; but a certain pietistic and mystical form of 
religious feeling seems to have characterised nearly all the original 
Barclay bankers. Remittance has now ceased to be a problem. 
The big branch banks and the universal currency of the cheque 
now provide us with a perfect system of payment; but in earlier 
times a system of correspondents was the first essential, and it 
is still interesting to see how our English banks obtained it. 

The histories of individual banks are unequal in value, but 
reach a high average. Those of the Gosling and Gurney banks 
are particularly good; and Cambridge men will appreciate the 
record of Mortlocks, and the excellent portraits of its present 
head, and original founder. (By the way, many of the portraits 
are so good that one regrets to find the artist’s name omitted.) 
In connection with the famous Gosling bank, it may be mentioned 
that St. John’s College opened its first banking account with them 
in 1765; and this date may fairly mark the time when non- 
commercial people generally began to keep a banking account. 
Here is the reference from the College Conclusion Book. ‘5th July, 
1765. Agreed that Mr. Baker pay the money which he receives 
for the use of the College into the hands of Sir Francis Gosling & 
Company as bankers for the College, and that the Master write 
to them to pay it to the drafts of the bursar.”” They also opened 
an account with Mortlocks in Cambridge; but they retained their 
account with Goslings in London till Goslings was merged into Bar- 
clays in 1896. Goslings had a crowd of distinguished customers, 
many of whose signatures are reproduced, and a large Indian 
connection which included Clive and Hastings. A cheque drawn 
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by Hastings is reproduced, also the oldest surviving cheque on 
Goslings, dated July 19, 1708; and their old pewter sign of the 
Three Squirrels “made in the early part of the seventeenth 
century.” The cheques of the Gosling branch still bear this 
device. Some thousand of their ledgers from 1714 downwards, 
are preserved intact; a chance for some future researcher. 

Mortlocks was the only one of the twenty banks which joined 
Barclays in 1896 which was not a private bank. It had become 
a limited company in 1889. Its treatment on amalgamation is 
a good example of the Barclay policy. The two principal directors 
Messrs. Parker and Mortlock, were at once made local directors 
at Cambridge, and Mr. Parker became a director of Barclays Bank. 
A Cambridgeshire district was soon formed, including Huntingdon, 
Saffron Walden, and Newmarket, supervised by the Cambridge 
local directors. Customers were hardly conscious of any change. 
Mr. Parker became Vice-Chairman of Barclays Bank in 1917, and 
retained this responsible position till 1925—a very trying period. 
A more influential and friendly connection with ‘‘ Head Office ”’ 
for the Cambridge customers could hardly be conceived. 

The record of Bolitho’s bank deserves notice as showing the 
very long-standing connection between Cornish banking and 
smelting. This bank issued Tin cheques, specimens of which 
are 1eproduced, in purchase of crude Black Tin, payable, after 
the smelting, in White Tin. 

Limitations of space make it impossible to give an adequate 
idea of the wealth of incident and illustration in these annals; 
but one or two points may be noticed. The famous firm of 
Overend, Gurney & Co., is mentioned in connection with Gurneys 
Bank. The scandalous failure of this firm on May 11, 1866 
(Black Friday), will be remembered by many persons, the present 
writer included, to the end of their days. The connection with 
the bank had been terminated two years before the failure of 
Overends. It is curious to hear that Mr. Joseph Peckover of 
the Fakenham bank told Mr. Daniel Gurney that people had 
deposited money with him and paid so much per cent. for its 
safe custody. The rate of interest was evidently negative at 
the time! The whole history of Gurneys, and the interlacing 
of the many distinct Gurney firms, is full of interest. Their 
most widely known representative was Sir Inglis Palgrave, 
F.R.S., long editor of the Bankers’ Magazine, who also edited 
the Dictionary of Political Economy, and was our greatest authority 
on banking history and statistics. After Gurneys joined Bar- 
clays, he became a local director at the Yarmouth Head Office. 
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In the north of England the name of Pease will be remembered 
because he financed some of George Stephenson’s early railway 
adventures. The Union Bank of Manchester, one of Barclays 
latest acquisitions, seems to have stated at its first start in 1836 
that “it would act on a conviction of the impolicy of issuing 
notes.” This view had often been adopted by Lancashire banks, 
and it would be interesting if the real reasons for this attitude 
were set forth. Wooten of Oxford, again, refused to go into the 
Country Clearing when Sir John Lubbock introduced it in 1858. 
No reason is given: it may be that their business was purely 
local or with their London agents. It is mentioned that the 
British Linen Company Bank admitted a woman as clerk as early 
as 1785, who remained in their service for thirty-one years. 
The war is not forgotten. We hear that two-thirds of the staff 
left for War service; and there is an illustration of the effects 
of a bomb which dropped on the Amiens office. 

We might have wished to hear more of the changes in banking 
practice during the period covered by this long history, more 
particularly in regard to questions of note issue, and of the rise 
and influence of the bill market. What little we know of this 
last subject we owe to Sir Inglis Palgrave, who was also keenly 
interested in the question of note issue. But as Richardson, 
the great bill-broker, was related to the Pease family, and the 
Gurneys were connected with Overends, there should be some 
valuable traditions on the bill-market in the Barclay banks. 

However, it would be unfair to criticise the authors for not 
going beyond the limits they have set themselves. We have 
rather to thank them for the admirable work they have done 
within those limits. Mr. Matthews was the best possible person 
to write the history of such a bank as Barclays. He had already 
given us the standard account of the Clearing House, in which 
he showed his complete grasp of the amalgamation movement : 
and he has had excellent opportunities, as a former member of 
their staff, of observing the growth of Barclays from within, 
and, as Chief Inspector of the Clearing, of estimating its relation 
to the banking system outside. We have had many valuable 
books on banking history in recent years, but the present work 
will be second to none for the purposes of the banking student, 
and it is throughout so enlivened by touches of character, incident 
and romance, so associated with famous English names, and so 
admirably illustrated with its 70 portraits, plates and reproduc- 
tions, that it can hardly fail to be almost as attractive to the 
general reader. H. 8. Foxwetui 











REVIEWS 


Industrial Fluctuations. By A. C. Piaou, M.A., Professor of 
Political Economy in the University of Cambridge. (Mac- 
millan & Co., Ltd. 1927. Pp. 397. 25s.) 


Ir, as I frequently suspect, economic happenings can be very 
materially affected by what we know or think about them, a 
new work of this size from Professor Pigou bids fair to be in itself 
an economic event of some importance. For it is not to be 
expected that, with his unrivalled analytical powers, he would 
essay a long journey into this area of thought and accumulating 
experience without bringing back trophies worthy of his name 
and station. It is hardly too much to say that economics to-day 
is on its trial, in a popular sense, in the light it can throw upon, 
and the reforms it can suggest for, the greatest evil of our time— 
periodical fluctuations of industrial activity swinging to an 
extent far beyond the advantageous limits of novelty, rhythm 
or discontinuous progression. A vast quantity of work has been 
done in recent years on various aspects of the problem at home 
and abroad. Professor Pigou’s book stands as a most authori- 
tative and constructive critical review and summation of all that 
is most valuable in that work. In a first perusal, in odd snatches 
of busy days, I formed the impression that there was little that 
was novel or original—little, indeed, of formative importance— 
in his effort. But the more concentrated and continuous study 
afforded in a second reading, during the leisure of an ocean 
voyage, showed that this had been a superficial view, and revealed 
many original contributions of great importance and value to 
economic science and the elucidation of this problem. 

Professor Pigou excluded from the second edition of his 
Economics of Welfare some 112 pages on the “‘ Variability of the 
National Dividend,’’ which became the germ of this work, and 
one of the chapters has also already been published in this 
JOURNAL. But the work is substantially new in all its parts. 
Architecturally, its structure is admirable. At no point in its 
detailed digressions does one lose sense of one’s position in the 
whole, or fail to realise the place of the contribution towards 
the complete purpose. Three-fifths of the work (Part I.) deals 
with Causation, and the remainder, carefully related in detail to 
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the first, with Remedies. Under Causation, the general char- 
acteristics of industrial fluctuations are sketched—their inter- 
national range, their similarity, the synchronisation or lagging of 
types of industry. Then are discussed the impulses to fluctua- 
tion which arise from the variations in resources, and those 
which come from natural variations setting up varying expecta- 
tions of profit—harvests, inventions, disputes, fashions, foreign 
demand. The extent to which the structure and productive 
delays of modern industry lend themselves to opportunity for 
errors of forecast, leads straight into the domain which is 
peculiarly Professor Pigou’s own—the mutual generation of 
errors of optimism and errors of pessimism, and their cumulative 
aspects. The effects of elasticity in supply of floating capital 
(in two chapters) lead into the purely monetary aspects (in four 
more). Rigidity in wage rates and the imperfect mobility of 
labour round off ‘‘ Causation,” with final chapters on the com- 
parative importance of various factors determining amplitude, 
which is everywhere regarded as a more vital question than mere 
periodicity or identification. In Part II. it is agreed that fluc- 
tuations, as such, are not necessarily evil, but that those produced 
in the ways indicated have generally a balance of disadvantage. 
Tabular standards for long contracts, bank credit policy, credit 
rationing versus discount policy, price stabilisation, and the gold 
standard and the supply of currency, complete the monetary 
treatment. Wage policy, making for stock, transference of 
orders from good to bad times, short time, overtime, relief work 
and insurance against unemployment are fully discussed. (The 
ending, while not banal, as in Enoch Arden, is perhaps hardly 
worthy of the work, since there was room for a summary survey 
and an expression of view as to the parts of the problem which 
still most require analysis, experiment and research, and of 
opinion as to the position of the final goal, instead of a “ tailing- 
off ’’ at a point the most remote in the whole book from the real 
problem itself.) Although the abnormal post-war conditions are 
designedly omitted from the analysis, which deals with pre-war 
experience, the author has in some places criticised and examined 
the statements and views of others which have been influenced 
or conditioned by more recent events. Indeed, it would be too 
much to expect that the searching tests of recent times should 
have no material influence on, for example, the chapter on 
“ Stabilisation versus the Gold Standard.” A fairly substantial 
part of the book—say, the first hundred pages (with a first check 
at p. 52) and some of the final chapters—might be followed by 
No. 147.—VoL. XXXVII. FF 
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the ordinary business man, lacking economic training, without 
great difficulty, but the remainder contains much that is worthy 
of the best analytical mettle. 

Apart altogether from its subject matter, the book will stand 
as almost a landmark in the development of method, for it 
employs, to an extent hitherto not found in a work of this size, 
the method of direct and ad hoc statistical verification, by cor- 
relation, lagging and the ratio of dispersion or variation. While 
the broad features of concomitant variation are established, in 
accord with general impression or theory, by exact tabulation 
and charting, eliminating a constant trend, the author proceeds 
to much finer uses, and tests every statement as to precedence 
of events, and suggested causation, by correlating straight 
against lagged series. Moreover, amplitude of fluctuation being 
a very essential feature of the inquiry, the ratio of variation, or 
fullness of swing, comes under scrutiny in the same way. Thus 
we have (a) demonstrations of the statement that production 
fluctuates less extensively than employment, and a clear measure 
of the difference in amplitude; (b) a proof of the concordance 
and dependence and precedence of fluctuations of different 
industries, but of the markedly different degree of fluctuation 
as between instrumental and consumption trades; (c) another 
of the fact that accumulations of mobile resources are not the 
dominant influence making for industrial expansion, in which 
case interest would be low in good times and high in bad times, 
proving by the charts and tables that the dominant causal factor 
is on the side of expectations of profit; (d) an examination of 
the causal connection between good harvests and the expansion 
of industry, by comparing unemployment percentages and the 
quotients obtained by dividing the index of mineral prices by 
the prices of vegetable foods; (e) a test of the theory that 
booms of industry are caused by a cheapening of foreign food in 
terms of British manufacture; (f) an examination of the cor- 
relation (in the United States) between agricultural crops (yield 
per acre) and immediately subsequent changes in business 
activity; (g) the diminishing importance of this connection, due 
to world markets and prices and to advance dealing; (h) proof 
that stoppages of work due to industrial disputes involve smaller 
contractions of industrial activity than might primd facie appear 
probable; (i) establishment of the consilience between good 
employment and high prices, and the intimate part played by 
money (after eliminating long-period trends in price); (j) indica- 
tion of the relation between real floating capital, provided through 
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creation of new banking credits, and industrial activity; (k) a 
critical test of an American economist’s thesis that the short- 
period variation in the frequency with which monetary circulat- 
ing media change hands cancels out with short-period variations 
in the volume of trade, leaving the quantity of circulating media 
as the sole un-neutralised factor; (/) examination of the causal 
relation between the rate at which prices are rising and falling, 
and the volume of industrial activity ; and various other analogous 
problems. The apparatus of these tests is not forbidding, with 
equations and coefficients, but is beautifully exhibited in graphic 
form, easily followed by the eye. Nowhere has the new method, 
so full of importance for the future of economic analysis, been 
carried to such clear and definite usage. Professor Pigou has by 
no means abandoned the older Cambridge proofs of general 
positions by algebraic methods and demand and supply curve 
graphs. These are abundant, but kept in modest position and 
range, nor are extravagant claims made for them, so that no 
reader need feel a perfect fool because he is not of the minority 
who can read them out loud, or of the select few who can even 
follow them. Some of them are ingenious and mentally arresting, 
others seem to be elegant trifling. The book as a whole is a 
skilful blend of original analytical presentation; of example and 
verification; and of deference to, and collection of, weighty 
authority. The cumulative effect is undoubtedly impressive. 
Among the valuable contributions to economic analysis, 
either new or strikingly presented, we may note a few. M. 
Baranowsky has assigned a dominant part (in the determination 
of industrial fluctuations) to changes in the supply of mobile 
resources. Professor Pigou clears up an important and common 
confusion of thought, and shows that the unused purchasing 
power accumulated in times of depression is not a store of real 
things, but an accumulation of claims on other people by letting 
prices fall and keeping the power to raise them (p. 24). It would 
be interesting to know whether his conclusion that in 1920 
retailers stopped off their orders in expectation of a consumers’ 
strike, rather than as a result of it, would be modified as a conse- 
quence of Mr. Macrosty’s recent presentation of the facts before 
the Royal Statistical Society (p. 25). The proof that the dominant 
causal factor is not on the side of the supply of mobile resources, 
but on the side of expectations of profit, which set in motion so 
many forces, is very clearly stated (p. 29). But the whole book, 
like all other treatments up to the present, is seriously marred 
by the failure to examine the question of profits ad hoc. We hear 
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much of variations in output and volume—all brought about by 
the profit stimulus and outlook. But how do expectations mature 
in practice? What profits are actually made in good times as 
against bad? Are the expectations valid, or will-o’-the-wisps 
deceiving every new generation? Or could one touch the high 
and low profit vitally by taxation or compulsory reserves or other 
methods, so that expectation would be modified, made less 
extreme, and thus all the forces set in motion by those expecta- 
tions reduced to a new order of amplitude and response? The 
facts about profits need to be explored, their fluctuations classified 
for different industries, their lag ascertained, the effects of their 
different types of ownership determined, the possibility of 
artificially modifying them examined. Are these vital expecta- 
tions, these errors of optimism and pessimism, which are said to 
be the mainspring of the whole affair, exactly the same with 
private firms making private fortunes, as with the managing 
directors of large public corporations, with their equalising 
reserves and level dividend policy? What is the dispersion of 
results in given trades? Nothing beyond my own paper in the 
Siatistical Journal in 1918 and Mr. Coates’ valuable evidence 
before the Colwyn Committee has appeared which tackles the 
problem from the profits end. Yet the more firmly we join Pro- 
fessor Pigou’s persuasion, putting monetary causes in a secondary 
place, and the main emphasis on profit expectation, the more 
incumbent does it appear to be to make a theoretical and realistic 
study of fluctuations in profit-making. 

When examining the effects of changes in taste, and con- 
cluding that such changes tend to cancel by setting an expanding 
feature against a contracting one, perhaps insufficient attention 
is given to the effects of overtime as a cmmnbenmnlgen to short 
time or unemployment (p. 48). 

The treatment of psychological causes is ingenious and 
thorough, especially the relation of two false expectations, which 
may jointly create for one another some justification. Can a 
man by thought increase his stature? Can business men by 
talking really increase trade? The generation of confidence is 
not wholly brought to book by the test of facts—it makes its 
own new facts as it goes along, but it can only do so within 
certain limits, and industry cannot always lift itself up by its 
own boot strings, or Coué itself into prosperity (Chapter VI). 

In the treatment of the profits (and losses) which accrue to 
business men on a change in the price level, perhaps too much 
stress is laid upon the way in which the capital is financed 
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(debentures, etc.) and the lag in wages, and the author’s examina- 
tion of the profit and loss on the stock in hand, as a function 
of rapidity of turnover, is negligible. Anyone with practical 
business experience of 1918 and 1922 will know how enormous 
a factor in the “‘ expectation” of business men the “ profit ” 
and “loss ”’ carried in this form can be, however little justice 
there may be in that expectation as a permanently held advantage. 
It is doubtful whether the expectations of ‘‘ bonuses”’ from 
capitalists and wage-earners to the business man really repre- 
sent the way in which his mind works (p. 164). In general, he 
gets a pleasant surprise when his books are made up, and although 
making money on a rising price level is as easy as falling off a 
log, each is proud of his own prowess, thinks it is due in some 
way to his own business acumen, and proceeds to launch out for 
the following year. He, like the wage-earner, tends to “ think 
in gold,” and with no really larger spendable income, will act 
as though he had one. 7 

The conclusion that rigidity in the general system of wage 
rates has a more important bearing on fluctuations than popular 
arguments, focussed on the circumstances of particular industries, 
would suggest, is well and carefully reached, and, with its refine- 
ments on the effect according to the range of industries over 
which rigidity extends where labour is mobile, is one of the 
most important practical issues discussed in the book. Of com- 
forting interest, too, is the demonstration that the three main 
schools of thought (‘‘ harvest,” “‘ errors of forecast ’’ and “ price 
level’) are not mutually incompatible. Each of these schools 
holds that if it is right the other two must be wrong. Our 
analysis shows that this is not so. ‘‘ Each of the above factors 
may be dominant in the only sense that is intelligible—in the 
sense, namely, that if it, and therefore all the effects causally 
due to it, were removed, industrial fluctuations as they exist 
to-day would almost entirely disappear.” In his criticism of 
his contemporaries’ views, Professor Pigou is kindly, but search- 
ing. It will be interesting to see whether Mr. Hawtrey will be 
ready, in the light of it, to modify his well-known dictum that 
industrial fluctuation is “‘ almost entirely a monetary pheno- 
menon.” Professor Pigou’s judgment is adverse to the full 
claims of the monetary school, and he considers that successful 
price stabilisation might reduce the amplitude by perhaps a half, 
but that considerable fluctuation must remain. He also makes 
an inductive criticism of Mr. Hawtrey’s view that a reserve 
discount policy canbe converted into a stabilising discount 
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policy if the signal for action is found in price movements instead 
of in reserve proportions, and the constructive contribution on 
this subject ought to be mastered by all central-bank manage- 
ments. 

The general public economic mind is in a fair state of muddle- 
ment at the present moment on the apparently simple question : 
‘Can the banks create credit, and if so, how, and how much ? ”’ 
and between the teachings of Dr. Leaf and Mr. McKenna, Messrs. 
Keynes, Hawtrey, Cassel and Cannan and Gregory, people have 
not yet found their way. It is perhaps a pity that Professor 
Pigou’s criticism of some of these views is hidden away in a 
volume whose title may perhaps not lead the student directly 
to search there for it (e.g., p. 124). Perhaps he may be induced 
to expand it separately into a review of all the chief data, pro 
bono publico. 

Graham Wallas has taught us to study various stages in the 
development of thought; preparation, incubation, illumination 
and verification. We cannot say that we have here passed much 
beyond the second, but if Professor Pigou’s work can be generally 
mastered, a whole team of thinkers may profit by his work and 
be ready for the flash of insight which may lead to “ the next 
step.” For even the most enthusiastic admirer of this work 
will not allege that on the constructive side there is more than a 
careful detailed examination of individual factors, or that we can 
rise from its perusal equipped for immediate practical action in 
the elimination or correction of industrial fluctuation. With this 
approach shot, of commanding brilliance, Professor Pigou leaves 
us an excellent lie, but we are not yet on the green, the run to 
the pin has fluctuations with atrocious amplitude, and hazards 


lie thick around. 
J. C. Stamp 


La Loi de Variation de la Valeur et les Mouvements Généraux des 
Prix. Par Mentor BountaTian. 8vo. Pp. 154. (Paris: 
Marcel Giard, 1927.) 


In the small compass of this essay of 150 pages the author 
makes an ambitious challenge; and the fulfilment may seem 
incommensurate with the bold scope of his Preface and of the 
publisher’s advertisement. His declaration that the theory of 
value is the “ base ” of ‘‘ economic science ’’ would be accepted 
by those less ready to allow that it can be satisfactorily approached 
and definitely resolved from the side alone to which, conspicu- 
ously, Jevons in this country and the Austrians abroad turned 
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by reaction from the old standpoint of J. S. Mill and his fore- 
runners. But Professor Bouniatian is critical of the exhibitors 
of the limited aspect on which he and they fix consideration. 
His censure of the Austrians is the most complete; but, to 
quote his actual language, the theorists of the “ subjective school,” 
failing to give a “ clear notion of utility,” have not coped with the 
establishment of the “laws- of variation of value.” They 
thus left the fundamental question incomplete, and Economics, 
as he views it, has lacked hitherto firm central support. His own 
claim is, first, by analysing the conception of utility to remove the 
previous vagueness, and, revealing its complex nature, to grasp 
the laws of its variation, and, secondly, by pursuing the part 
they play in the general periodic fluctuations of prices, to show 
the inadequacy and error of the “ quantity theory.” In this 
connection Professor Irving Fisher becomes the target of attack. 
Our author’s aspiration, it will be seen, is not meagre, nor in 
truth is his subject of trivial or passing importance. -It is, in 
fact, as crucial as it is inevitable. 

On the second matter we must be content to remark summarily 
that in the last analysis it appears to us that movements of 
general prices imply some change in the relation of commodities 
to their monetary measure, or of it to them, but that, while the 
origin (or origins, for they are likely to be plural and not singular) 
of movement may be sought and found on either or both sides 
of the relation, the question cannot be answered more surely 
or precisely than by a careful comprehensive balancing of pos- 
sibilities, though on certain occasions a conclusion of high 
probability of connection between the known presence of an 
acknowledged potential cause, or causes, and the attested emer- 
gence of its or their recognised effect, or effects, can be put 
forward and accepted. M. Bouniatian adduces some pertinent 
considerations in his final chapters, but the subject of his 
animadversion is competent to defend himself from the assault 
thus launched, and in this as in what we deem the larger issue 
raised the positive construction offered as a substitute does not, 
we judge, fill securely the entire gap opened by the negative 
condemnation or vaunted removal. 

What then, if we interpret it aright, are the extent and 
significance of the emending, or supplementing, collation of the 
theory of value as determined by utility which is placed before us 
in this essay? Professor Bouniatian would distinguish, as we 
understand, the conception of desirability from that of utility, 
and he would in this connection stress the contrast of general 
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well-being with particular needs, or wants. He would also bring 
to bear on the further, fuller, closer and deeper scrutiny of the 
“* vague notion ” indicated, or outlined, by Jevons and by 
others, enlightening, discriminating or fortifying conclusions de- 
duced, not from the objective external evidence, which cannot pro- 
bably, we agree with him, be forthcoming in satisfactory mass and 
kind, of numerical figures of market statistics, but from subjective 
psychological research, embodied in such laws as those of Weber- 
Fechner, or in Bernouilli’s formula on the appreciation of increases 
of fortune, or in the wider use or application, which can legiti- 
mately be made, of such an old generalisation as that of Gregory 
King (or Davenant) on the price of wheat. These addenda or 
corrigenda are, we concede, illuminating in certain directions or 
particular respects, if they are not in their total result so epoch- 
making, or revolutionary perhaps, as M. Bouniatian holds. They 
serve to impart a beneficial, if not necessary, finish and polish 
to ideas which were at the outset, it may be, crude or ambiguous. 
But we remain at the end in doubt whether the high promise 
offered has been realised; and, though the clarifying genius of 
the French tongue can be once more exemplified by the difference, 
for example, expressed between general ‘“‘ bien-étre ” and parti- 
cular ‘“‘ besoins,”’ the uncertainty to which we are finally led 
raises inescapably in our own mind the still broader issue to which 
we alluded at the beginning of this notice. 

We wish to state it here (with such brevity as we can) because 
we deem its importance has been enhanced by obiter dicta on 
value, as we may call them, lately contained in two small books, 
one on Karl Marx’s Capital by the Master of Balliol, and the 
other on Communism by Professor Laski. We feel in duty bound 
to utter such stout protest as we are able to advance at the 
earliest opportunity against mistaken and misleading utterances 
on the history of the central theory of Economics—that theory 
properly so designated by our present author. Both writers 
seem eager to turn attention from what Professor Loria— 
no lukewarm admirer—has pronounced to be the “ complete 
failure” of Marx “in respect of the fundamental object of his 
thought ’’—the significant circumstance, in short, that his theory 
of ‘“ surplus value ’’ has remained, despite attempted camouflage 
by himself or Marxians, in hopeless contradiction with the manifest 
fact that, in actual practice, profits do not correspond, as his 
boasted conception needs, with the proportions of “ variable ” 
and of ‘ constant ” capital (i.e. of labour, and of machinery and 
materials), but tend to equality whatever be those proportions. 
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Professor Laski, in what appears to be an apology, or more, for 
communistic hate and destructiveness, adroitly skating away from 
where he discerns perforce treacherously thin ice, and repeatedly 
postponing his return, acknowledges the “help derived” in 
handling ‘‘ Communist Economics ” from the Master of Balliol’s 
book. As he says that he knows of “ no volume in English that 
better explains the purpose and limitations of its theme,” we can 
turn straightway to that. But Mr. Lindsay seems to us, no less 
perversely, engaged on a slim device to disarm deadly assault 
by plausible gloss and adjusted estimate. He argues in effect that 
his broken idol, by emphasis on “ socially necessary labour,”’ 
was virtually stealing a march on the economists, whose reasoning 
he adopted, or adapted, for his purpose. What we are concerned 
with here is not so much the far-fetched credit given to Marx for a 
‘* broader ” conception of value as a “ social product.’”’ We do not 
know whether the phrase, pressed so hard, of “ socially necessary 
labour ’’ is regarded by the Master as anticipation of the latér, wider 
inclusion in authoritative expositions of value of the study of de- 
mand, or merely as a reproach directed against previous narrow 
exclusive individualism. But what we would now wish to depre- 
cate is the special pleading of the insinuating debit charged to the 
account of the orthodox teachers, that they were prompted or 
directed by a corrupting wish to bolster an existing order, and to 
justify capitalism and /aissez-faire, in their preponderant insist- 
ance on the side of supply. Frankly we can discern little or no 
authority for the assertion that they regarded demand as constant, 
and we have been wont to adopt another reading, which we believe 
to be more sensible and less biassed, of the evolution of economic 
thought on its central theory. We find no valid reason for 
discarding this interpretation in the apochryphal variant of the 
Master and Professor Laski, and our version of the text has been 
corroborated by the commentary put forward in the book we are 
reviewing. This is our apology for the digression, and we will 
end this notice with a compressed statement of our view. 

Busied, accordingly, as we think, in a scientific spirit on the 
discovery and expression of “laws” representing general ten- 
dencies, economists then as now looked for a force or forces 
working with such regularity as to be properly the base of such a 
law. Demand appeared to them not constant, or fixed, but, 
comparatively, temporary, arbitrary and capricious, while sellers, 
or the producers behind them, seemed, under the influence of the 
continuing motive to avoid loss, to be actuated in the long run 
normally by the competitive consideration of cost or expenses of 
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production. So it was, in this mood and with this aim, that they 
explored thoroughly the law, or laws, of supply; and it was not, 
despite of such interesting anticipations as that of Professor 
Lloyd, noted in the recent special historical series of this JouRNAL,! 
until an influence regularly stimulating, or checking, consumption 
was unearthed in the natural instinct, and also rational purpose, 
to spend more on what was more urgently wanted and less in 
comparison on what became by contrast less desirable, that 
theorising on value was bent compellingly in the direction of the 
determining conduct of buyers. To us, who have happily 
witnessed the catholicity of Marshall, combining both aspects, 
and disclosing unsuspected analogies between the two, the essay 
we are reviewing affords fresh justification of the attitude of 
Ricardo and Mill, not as it was twisted by Marx, nor yet as it has 
been misshaped by those most recent controversialists to whom 
we have referred. For M. Bouniatian, accepting, without the 
reserve which we feel requisite, the overthrow of the earlier and 
the substitution of the newer theory, after a succeeding half- 
century of dominance, as he declares, envisages a problem which 
is still hard, and detects glaring gaps remaining open in its 
treatment. And in the end he himself appears to us to have 
offered more or less tenable suggestions for reconsideration rather 
than reached complete definitive solution. The establishment here 
of approved scientific law is not freed from question, and demand 
has not yet shaken off all suspicion of irregularity, varying with 
individual temperament, and stubbornly jarring the smooth- 
ing influence of market averaging. The record of the earlier 
fifty years of sway of the old-fashioned theory could, we conceive, 
submit with equanimity to the test of comparison. It might 
complacently exhibit a capacity for survival which would entitle 
it to some amount at least of atavistic favour. L. L.* Prick 


The Measurement of Economic Value. By Davin AtxIns. (Gel- 
ber Lilienthal, San Francisco. Pp. 189. $3.) 


THE author is an irrigation engineer who has, one infers, been 
struck by certain analogies between physical and economic 
problems, and he has, with great ingenuity, worked out a theory 
of value and certain inferences regarding money and taxation 
suggested by hydraulic and electrical analogies. Those who wish 
to understand the book may be recommended, perhaps, to read 
first Chapter X. If the reader begins with the earlier chapters 
he will find it very difficult to grasp what the author is driving at. 


1 Cf. No. 2, p. 168, etc. 
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It is difficult to paraphrase a writer who uses words in his own 
way and makes definitions different from those previously accepted, 
but one may attempt a general description of the author’s main 
principle by saying that he wants to get away from either a physical 
or a monetary conception of wealth by expounding a conception 
not so general as “ welfare,’’ but which might be described as 
effective control over material forces. These are not his own 
words. He prefers to use the word “ value” in his own sense, 
defining it as the ratio of effort to resistance. His knowledge 
of hydraulic and electrical engineering leads him to see that there 
is a useful analogy in the idea of “resistance.” Capital, money, 
organised government and society are conceived as things which 
diminish the resistance of Nature to man’s effort to control it. 
Man does not want these things for their own sake, but as means 
to an end—+.e. power to do what he wants; neither the material 
capital nor the money are anything but means towards the attain- 
ment of power. The effective power of a community may not 
necessarily be proportionate to the quantity of useful material 
objects, or their money value. The degree of proximity of people 
to one another is an important factor. Perhaps in the western 
regions of America this fact has been thrust upon the author’s 
notice in a degree not so fully appreciated in this country. 

With a great deal of what is said one may agree. It is more 
questionable whether one can agree with the author’s inferences 
as to taxation and monetary policy. He thinks that his “ value,”’ 
though not directly measurable, is indirectly measured by aggre- 
gate land value. The increasing effective power which results 
from the aggregation of people together is reflected in ground 
values, and he regards the aggregate of ground value as the quan- 
tity which should determine what ought to be the quantity of 
money. His principal argument, however, in support of the 
usefulness of the ground value aggregate is derived from an 
estimate made by Dr. King, Professor Friday and the Institute 
for Research in Land Economics and Public Utilities, showing, 
from 1870 to 1920, a very steady ratio of aggregate land value 
to aggregate total wealth (from 35 per cent. to 40 per cent.). 
The aggregate of land value must be more difficult to determine, 
and it would seem to be easier to use the aggregate wealth total 
in so far as it may be desired to have a magnitude for comparison 
from year to year. 

The author desires, however, to determine the amount of 
money by means of land values. On p. 177 he sets out the pro- 
posal, “To avoid any confiscation of titles that are at present 
honoured it is proposed to determine as accurately as possible, 
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in terms of the present dollar, the value of the total holdings 
of land area in the United States, on the basis of ground rent 
capitalised, and then calculate what number of square feet of 
present average population-density is equivalent in value to one 
dollar. Thenceforward it is proposed to permit any landowner 
who has prepaid his taxes on the basis outlined above to lodge 
with a suitable government agency a negotiable deed of trust to 
his land, accompanied by his receipted tax bill, and receive an 
equivalent number of dollars, less a charge for seigniorage. . . . 
These certificates of value to be made legal tender, and to be 
issued for a period not exceeding that covered by the accom- 
panying tax receipt, but to be renewable on demand by the pre- 
payment of additional seigniorage and taxation for any subsequent 
tax period, taking into account such modifications of population- 
density as may be shown by the records at the time of renewal.” 
The quantity of money once determined is to remain fixed 
excepting so far as population-density increases or decreases— 
which it will do in varying degrees in different areas. The 
necessity to pay taxes would compel landowners to obtain the 
proposed monetary “deeds,” and the rate of interest offered 
for their use would regulate the quantity put into circulation. 
There is, apparently, nothing to prevent bankers from using 
such legal tender money as a basis for credit, and though the 
author gives his “answers” to a great many “ objections,” 
it is not clear how the vast reservoir of possible legal tender money 
would not be likely to produce a great inflation of prices. The 
whole scheme strikes one as ingenious rather than practicable, 
and the author does not go very deeply into the modus operandi 
of it. The landowner is to pay all the taxes, but he is to have 
the privilege of getting, in addition to his ground rents, the 
possibility of obtaining interest on a sum equal to the value as 
determined in the base year. There might be such a flood of 
money that prices would rise, and the ground rents also, in time, 
but the amount of legal-tender money obtainable would not rise, 
except so far as statistics of population-density in artificially 
determined areas permitted it, in accordance with the scheme. 
The actual ground values might become very widely different 
from those determined for this monetary purpose. The author 
does not give any convincing demonstration that the quantity 
of legal-tender money which is wanted to keep prices something 
like stable at the original level is equal to the aggregate of land 
values. It is to be feared there would be a tremendous inflation 
of prices if the scheme were adopted. C. F. BICcKERDIKE 
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Diminishing Returns in Agriculture. By F. Lester Parton, 
Ph.D. (New York: Columbia University Press. 1926. 
Pp. 100. 6s.) 


THis is the second American work of recent appearance aiming 
at an exposition of the law of “ Diminishing Increment ”’ or of 
** Physiological Relations ’’—the term varies with the nationality 
of its users. In the present study, although the work of the 
German writers, Mitscherlich and Lang, is referred to, the mathe- 
matical aspects of the subject are not stressed; indeed, its author 
specifically states that his essay is not intended to provide a 
theoretical discussion of the subject, but aims at an analysis of 
its practical aspects. For the purpose of this review, he ranges 
from man’s muscular output, via the rate of growth of animals 
and the efficiency of machinery, to the more ordinary agricultural 
operations. All the accompanying Tables are of considerable 
interest, although Physiologists might perhaps make chronological 
reservations regarding the speed-load ratio in the case of human 
beings, and engineers would certainly call for inclusion of certain 
other variables disregarded in the analysis of internal combustion 
engine efficiency. Whilst in general the conclusions arrived at 
are orthodox, those readers who are acquainted with farming 
conditions in the Old World will find difficulty in accepting 
certain of Dr. Patton’s conclusions drawn from data relating 
exclusively to the United States. For instance, such Tables as 
those which illustrate the effects of repeated tillage operations, 
and particularly the cost of production of an acre or of a bushel 
of wheat, are based upon figures—themselves often assumed— 
which bear no resemblance to any corresponding English statistics. 
Since seed must normally be sown at a rate of two bushels to the 
acre, yields of from one to four bushels can clearly be shown to 
be unremunerative, and average money returns proved to increase 
up to a level of ten or twelve bushels in a scale which terminates 
at sixteen when variable costs are arbitrarily allocated. In the 
opinion of the author, marginal physical returns throughout 
conform to the law he is discussing, and it is due to a general 
“* failure to distinguish between [them] and total money profits ” 
that leads him, in a chapter entitled ‘‘ Anticlinal Profits in Agri- 
culture,” to elaborate this argument with considerable success. 
Again, however, it is impossible wholly to endorse such assertions 
as the following: “. . . rather than take such reduced yields, 


the small cultivator in England devotes most of his land to 
pasture’; even if correctly stated, this phenomenon could not 
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be attributed to the single cause assigned to it by Dr. Patton. 
Further, is it absolutely certain that diminishing returns (due to 
progressive inefficiency in management as the unit of size increases) 
represent an important factor in the Westerly movement of the 
small undertaking in the United States? Has not general 
economic, social and financial pressure played an overwhelming 
part in this development? A very familiar subject to English 
readers is discussed in the final chapter, where the title “‘ Secular 
Diminishing Returns in Agriculture” affords opportunity for 
tracing the population versus food supply controversy of the 
past hundred and twenty years. Those who were present at the 
last meeting of the British Association will find familiar arguments 
introduced with clarity and illustrated from unexpected sources, 
but the historical background is not strengthened by the sweeping 
statement made upon p. 76, that “‘ the Berlin and Milan decrees 
had become sufficiently effective . . . to stop the importation 
of European grain.” Relying upon American authorities, Dr. 
Patton has reassuring views as to the future expansion of wheat 
production, but he also holds that the “cereal stage ” of civi- 
lisation is nearing itsend. There is no reference to the man-land 
ratio in general, and one would have welcomed his opinion upon 
the figure of 2-5 acres recently under discussion here. 

The book is thoroughly to be recommended; it is well con- 
ceived, written in a pleasing manner, and, with the exception of 
misprints on pp. 62 and 63, excellently produced. Its arguments 
are temperate, and its author is always ready to listen to the 
opinions of those with whom he is at variance; for a subject in 
which there is a paucity of statistical evidence, and where, there- 
fore, precision is difficult of attainment, these are valuable assets. 

J. A. VENN 


Horizontal und Vertikal im Wandel der letzten Jahrzehnte. Von 
Dr. MANUEL SaiTzEw, Ziirich. Kieler Vortraige, No. 19. 
(Jena: Fischer. 1927. Pp. 36.) 


Dr. Saitzew has in this lecture made a contribution to the 
descriptive classification of industrial combinations, and also to 
the analysis of concepts. He denies the definition of Trust to 
the vertical fusions, since he bases the concepts of Trust or Cartel 
on monopolist purpose. In his classification he uses the method 
of co-ordinate axes in order to relate to each other the three 
“Moments ” of Instrument (Agreement, Fusion, or Holding 
Company), Direction (Vertical, Horizontal, or Mixed) and Motive 
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(Monopoly, Rationalisation, Evening of Risk, Secrecy, and so 
forth). Thus Cartel-point is given by horizontal agreement with 
monopolist motive; if the motive is rationalisation, the structure 
is an Arbeitsgemeinschaft. There is more than one Trust-point or 
Concern-point. By this method he must be allowed to have done 
something to “ rationalise’ the argument respecting ‘‘ Ration- 
alisation.”” His diagrams deserve the attention of teachers 
especially. In conclusion, he considers which structures have 
been typical of German evolution before, during, and after the 
war. The pre-war Cartel gave way, in the special immediate 
post-war conditions, to the Concerns, based not so much on 
economy as on a form of defensive activity. But the horizontal 
method has reasserted itself, and Trusts have appeared, largely 
influenced by the new concept of Rationalisation. So much is 
said in so short a space that this monograph will at once take its 
place in the literature of the subject. 
D. H.~ Macerecor 


Politique et théories monétaires anglaises d’aprés-guerre. By 
JEAN-PIERRE Lazarp. Preface by M. Cuarues Rist. 
(Paris: Société anonyme de Recueil Sirey. 1926. Pp. viii 
+ 125.) 

Tus pleasing little book by Jean-Pierre Lazard, a young 
French student, who unhappily did not long survive the writing 
of it, does not profess to do more than present to French readers 
the fruits of contemporary English wisdom, practical and 
theoretical. The first part contains a short synopsis of monetary 
policy from the Armistice to Mr. Churchill’s first budget. The 
elegance and simplicity of this narrative must be the envy of 
maturer English authors. Still more striking and valuable is 
the second part, in which M. Lazard retains his lucidity even 
while unfolding the subtle thoughts of Mr. Hawtrey. The only 
novelty of matter is a monetary formula, ‘‘ exposée par Keynes 
(dans son cours),” (p. 84). But a review of M. Lazard’s book is 
not the proper place to comment on this new and interesting 
piece of mechanism. M. Lazard shows a thorough acquaintance 
with the writers whose views he expounds. Most English readers 
of his work will wish for it a wide circulation in France. 

R. F. Harrop 


Christ Church, 
Oxford. 
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La Stabilisation monétaire en Belgique. By Louis FRanck. 
(Paris: Payot. 1927. Pp. 124.) 


M. Franck, as governor of the National Bank of Belgium, 
was in a good position to know and to shape the course of events 
connected with the stabilisation of the Belgian franc. He has 
written an excellent account of it. He includes in his survey a 
description of the abortive attempt at stabilisation undertaken 
late in 1925. M. Franck was at that time a keen member of the 
liberal opposition in parliament, and he combatted the financial 
policy of the Government in a spirited manner. The early 
chapters of this book are enlivened by extracts from parliamentary 
debates. M. Franck’s main contention was that stabilisation was 
premature so long as no attempt had been made to deal with the 
floating debt. He proceeds to a clear and straightforward history 
of the later, more successful effort. There is an exceedingly 
interesting chapter on the “ industrialisation ”’ of the Belgian 
railways. There are good discussions on the new rate of the franc, 
the price level in Belgium and the clause allowing the bank to 
hold 25 per cent. of its legal reserves in the form of foreign bills. 
Not all readers will agree that the intrusion of a new word, belga, 
into our financial vocabulary was essential to Belgian recovery. 

R. F. Harrop 
Christ Church, 
Oxford. 


Influenze Monetarie sulla Distribuzione delle Ricchezze. La 
Inflazione. By Bruno Foa. (Milano: Albrighi, Segati 
& Co. Pp. 146.) 


Out of the 146 pages of this book, not less than 100 in all are 
devoted to a survey of the already familiar problems of the 
monetary causes and phenomena of inflation. In these pages 
Signor Foa proves that he possesses an acute and well-balanced 
mind, and that he is familiar with foreign as well as Italian 
authorities on currency questions. 

In the remaining 40 odd pages he has only left himself space 
to touch the fringes of what the title would lead the reader to 
expect was the main theme of the bock—the effects of inflation 
upon the distribution of wealth. Here his treatment, though 
suggestive in places, is too slight to have much value. We could 
well have dispensed with the whole of the theoretical part of 
this book if, in return, we could have been given even a little 
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first-hand investigation into the manner and extent of the transf« 
of wealth from one class to another during different stages oi 


inflation. 
C. W. GuILLEBAUD 


St. John’s College, 
Cambridge. 


Investments Abroad. By A. Emm Daviss. (A. W. Shaw Com- 
pany. Pp. vii + 200.) 

THIs small volume has presumably been produced for the 
information of American investors, who, it is stated in the Preface, 
““may perhaps learn something from these pages, which embody 
some of the lessons culled from London’s experience as an inter- 
national market.” It is therefore designed to serve a specifically 
utilitarian aim, and its interest for the economist is incidental. 

The first of the fifteen chapters, headed “The Growth of 
Foreign Investments Throughout the World,” seeks to déal with 
this portentous topic in ten pages, and is in consequence un- 
balanced and inadequate. For this reason it might well have been 
amalgamated with a still shorter chapter headed ‘“‘ The Trend 
of Investment.” And even in a work of this kind it is a little 
difficult to understand the relevance of a section devoted to dis- 
cussing the educative value of foreign investment. 

But the remaining chapters serve their purpose well, since 
they contain much detailed and descriptive information relating 
to such topics as existing security markets, methods of invest- 
ment, difficulties resulting from unsymmetrical international 
taxation, and associations designed to protect investors against 
risk. All of these, although done in popular style, are written 
with profound knowledge, and well supported by a complete 
range of examples. Yet the most capable chapter of these is 
that devoted to Investment Trusts. This displays clearly the 
functions and considerable importance of what has been a typi- 
cally English form of organisation. It is interesting to learn that 
in 1925 approximately £167 m. capital was held by English trusts. 

The book concludes with a chapter containing the summarised 
judgment of the author as to the facilities for safe and profitable 
investment offered by investment fields throughout the world. 
That some of the comments here are disproportionate is shown 
by the fact that while detailed reference is made to countries 
such as Belgium and Brazil, France is dismissed with the remark, 
“ A better country to spend than to invest money in,” and Persia 
by the one word “ Risky ! ” 

No. 147.—voL. XXXVII. GG 
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Taking the work as a whole, its chief value lies in the fact that 
the author hasgathered together into one volume a mass of detailed 
information which is the outcome of many years’ experience 
of market conditions, and therefore authoritative. As such the 
only important point calling for attention is an apparent con- 
tradiction on pages 9 and 46 as to the actual amount of America’s 
foreign investments. In any case either of these figures gives 
the general reader the impression that the total of such holdings 
is larger than that indicated by the President of the New York 
Stock Exchange in his recent review of the year 1926. 

J. SYKES 
University College, Exeter. 


Die Finanzpolitik und das Bundessteuersystem der Vereinigten 
Staaten von Amerika von 1789 bis 1926. Von Dr. Ricwarp 
Bucuner, Privatdozent der Universitat zu Breslau. (Jena, 
Fischer, 1926. Pp. xvii + 471.) 


Tuts is the third number in the series of Finanzwissenschaftliche 
und volkswirthschaftliche Studien, edited by Professor Karl 
Brauer of the Institute for Fiscal Science at the University of 
Breslau. The studies have thus far dealt with American topics, 
and in this number Dr. Biichner devotes a portly volume to the 
history and description of the fiscal policy of the United States. 

The primary service of the book is to present to the European 
reader a picture which in its totality cannot be found in any 
other single work, American or foreign. The author, it is true, 
was at a disadvantage in not being able to consult at first hand some 
of the more important official sources like the committee reports, 
which play so great a rdle in American history ; but this disadvan- 
tage is not perceptible in the more recent period, where Dr. 
Biichner has been able to avail himself of most of the significant 
documentary material. 

The study is accurate and thorough, and discloses a familiarity 
with the scientific literature of the leading authorities, especially 
during the past few decades. Dr. Biichner also manifests great 
skill in selecting the really outstanding issues, and in preserving 
a detached and thoroughly scientific attitude. Where there is 
so much that is admirable, it seems almost ungracious to call 
attention to the weaknesses of the book, which, be it said at once, 
are those of omission rather than commission. 

In the first place, no attention is paid to the rich controversial 
literature. In the United States, perhaps more than in any other 
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country, economic and fiscal problems have been treated in detail 
in numberless pamphlets and monographs. In our own library 
we should estimate that there are at least two or three thousand 
monographs which deal with the fiscal history of the United 
States, none of which has been utilised by the author; and which 
would have shed brilliant light on not a few of the darker points. 
It shows the difficulty of discussing with complete success the 
economic problems of a foreign country without conducting 
researches on the spot. Inasmuch as all this material still awaits 
a future investigator, we must perhaps not complain that it has 
been unutilised by Dr. Biichner. 

In the second place, we should note as a defect the failure 
to give an adequate discussion of the real achievements as well as 
shortcomings of the leading secretaries of the Treasury. In the 
case of ‘‘amilton we find no critical estimate of his accomplish- 
ments. The real contributions of Gallatin are not clearly set forth, 
and especially the noteworthy work accomplished by Dallas is not 
emphasised. Above all, the essential incapacity of Chase in 
the Civil War period is not disclosed, and the weaknesses of McAdoo 
in the Great War are slurred over. Inasmuch as few as these 
points, with the possible exception of Hamilton, are discussed, 
or scarcely more than mentioned, in the American literature 
itself, this shortcoming in Dr. Biichner’s work is not surprising ; 
but it is none the less regrettable. 

Finally, it may be pointed out that in the historical survey 
almost no attention is paid to the subject of the public domain, 
in its fiscal and general political significance. 

These criticisms, however, simply show that we must not 
expect to find in Dr. Biichner’s work a contribution of epoch- 
making importance. What we do find is a comprehensive 
survey—the only one of its kind—which will not only be of the 
utmost value to all Europeans, but which will also be of consider- 
able service to American students who desire to secure a presenta- 
tion, especially of the recent development, which is at once more 
detailed, more many-sided and more well-balanced than anything 
that is to be found in their own literature. If Dr. Biichner is to be 
criticised for not having written a definitive or classic work, he 
is at least to be congratulated on having accomplished a work- 
manlike job in a thoroughly scientific and interesting manner. 

Epwin R. A. SELIGMAN 
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The Romance of the Cotton Industry in England. By L. 8. Woop 
and A. WitmorE. (Oxford University Press. 1927. Pp. 
xv + 288. 5s. net.) 


THE aim of this book is to depict the cotton industry in its 
setting as part of the history of England. Consequently, it con- 
tains much more than an account of the development of the 
industry, in fact some parts of the book, even when the aim of the 
authors is allowed for, almost appear to border on irrelevancy. 

The chapter on the geographical setting of the cotton industry 
is the best; the others contain little that has not been said before. 
The general reader, for whom the book is intended, will doubtless 
find it interesting, especially as it is so written that he will be 
able easily to absorb the information it contains. Not the least 
valuable part of the book are 94 illustrations and maps. 

G. W. DaniELs 
The University, Manchester. 


Electrical Power and National Progress. By Huan QUIGLEY 
(George Allen and Unwin, 1926. Pp. 159). 

The Electrical Industry in Cermany. (Published by the British 
Electrical and Allied Manufacturers’ Association. Pp. 152. 
10s. 6d.) 


THE search for parallels is always an intriguing pastime, and 
there is strong ground for believing that Mr. Quigley looks to the 
development of electric power to rescue us from our present 
troubles, just as the development of steam power rescued us from 
the depression following the Napoleonic wars. He is not the only 
authority to cherish this hope, and unlike others he is not content 
with a pious hope of this character, but recognises that if it is to 
be translated into reality, we must subject to a critical examina- 
tion all known data relating to electric power and use our con- 
clusions to judge all schemes put forward. This, in brief, is the 
underlying purpose of his book. 

Electric power development is by no means the simple thing 
that many people imagine. It seems easy to select a site next 
door to a coal mine, to build the station and install the dynamos, 
and then to invite the industrial world to come along and buy 
power. Power, however, is just like any other commodity; 
it must be sold at a price which will be palatable to buyer and 
seller alike, and it is around this question of price that the major 
part of Mr. Quigley’s examination rightly turns. 

Price depends upon many intricate factors, and the size of the 
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power-station is only one of them. The cost of erecting and 
maintaining transmission lines must be considered, while an 
all-important point is the size and constancy of the load factor. 
A power-station can only succeed if it is being used day in and day 
out at its full capacity, and once this fact is realised, it follows 
that the large power-station will not necessarily be the cheapest. 
Mr. Quigley looks for his solution more to a policy of inter- 
connecting stations, with a view to spreading the existing—and 
often spasmodic—demand, and replacing alternate gluts and 
shortages by an even demand on all stations in the net. 

With the purely technical aspects of the question we are not 
equipped to deal, but in these days of ‘“ super-power ” schemes 
we congratulate Mr. Quigley on performing a notable service in 
stressing the economic side of the problem. At the same time, 
it is only fair to the advocates of such schemes to say that electric 
power is being used extensively and with marked success in other 
countries, and that there is no fundamental reason why we should 
not go and do likewise. The Beama’s publication on the German 
Electrical industry contains a mass of information, and though the 
Beama will not claim to be infallible upon purely financial and 
economic questions, its account of electrical development in 
Germany is extremely valuable. Its conclusions, of course, are 
open to doubt, and in weighing them up it is necessary to realise 
that it is considering such matters as the Dawes scheme from the 
specialised standpoint of the British manufacturer, rather than 
from the more general standpoint of the British nation. As a 
fair representation, however, of the British manufacturers’ views 
upon current economic problems, the book is not without interest, 
while the purely electrical sections are most valuable. 

Whatever its future, electricity is one of the most important 
questions of the present day. We could do with some more books 
like the two discussed above. NorMAN CRUMP 


Der Mitteldeutsche Industriebezirk. By Dr. JoHANNES MULLER. 
(Jena: Gustav Fischer. 1927. Pp. 86. 4 M.) 


Tuis is an essay of the kind that used to serve German students 
of political economy as a Seminar exercise, or as a dissertation 
when going up for the doctor examination. It is clearly the 
result of very considerable, though by no means exhaustive, 
research. The economic area here defined takes in almost 
the whole of Saxony and Thuringia, which are practically homo- 
geneous in language and customs, together with adjacent 
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relatively small portions of Prussia and Bavaria, and contains a 
large system of brown coal mines, with important porcelain 
and glass, mineral, metal and machine, textile and clothing, 
chemical, paper, leather, wood and toy, musical instrument, 
food, and minor industries. The author shows that this district, 
when measured by the number of its factory workers of all kinds 
(for the large house industries are arbitrarily excluded), is the 
largest industrial ‘‘ complex ”’ in Germany, for it employs 1,400,000 
such workers, compared with 1,300,000 in the Ruhr district, 
600,000 in the Main and Neckar district (which presumably 
would include Mannheim), and 500,000 in Greater Berlin. Allow- 
ing, however, for incompleteness in the official statistics quoted, 
he concludes that there live within the geographical limits named 
nearly one and three-quarter millions of industrial work-people 
who “ belong together and form a unity.” 

The greater part of the essay is devoted to a detailed con- 
sideration of the local incidence of the industries, their dimensions 
and products, and the special conditions of production affecting 
them, yet without any attempt to trace their historical develop- 
ment, which might have been deeply interesting, since some 
of the industries have a long ancestry. The outstanding and most 
attractive characteristic of this Central German industrial area 
is the fact that it is a region of undertakings of medium and 
small size, the colliery and chemical industries being as yet the 
only marked exceptions, though there is a steady movement in 
the direction of larger units. The small undertakings remain 
still in the hands of private individuals far more than is the case 
with the large industries of Western Prussia, an arrangement 
attended by advantages as well as disadvantages; for while 
private undertakings depend more than company undertakings 
upon year-to-year results, and cannot so easily face ‘a sequence 
of adverse balance-sheets, the relation between employer and 
employed in the former case is apt to be more direct, personal and 
human. 

One or two criticisms must be made. The author’s principal 
defect is his habit of stating propositions and then leaving them 
without following further his line of argument. All through he 
seems to take it for granted that the recognition of Central 
Germany as a “closed ”’ and unified industrial area is bound to be 
advantageous, but nowhere does he say why, or what results 
would follow. All he tells us in a final ‘ summing up ” page is 
that the Ruhr region has too long been regarded as the heart of 
German economic life, that a closer rapport between Saxony 
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and the rest of Central Germany is desirable, and that the indus- 
trial conditions of this area call for more detailed investigation. 
It is a pity that he has not given a more practical turn to his 
inquiries. One would have liked him to face seriously the question 
whether it is good policy to sectionalise national economy in the 
way he suggests. Would it not tend to create unfriendly rivalry 
between industries and even whole communities, and lead to 
clamour for some sort of local protection such as existed all 
over Germany a century ago, with the consequent weakening 
of the realm? We are told in one place that the industries of 
Central Germany already suffer far more from seasonal oscillations 
than the industries of the Rhineland and Westphalia, and have 
more bad years than good. The writer attributes this to climatic 
conditions, the rapid changes of fashion, and the limitation of 
sales to a relatively small circle of consumers. But if the facts 
are as stated, is not the remedy to be found in abandoning the 
idea of creating self-contained industrial districts, whether in 
the central or any other part of Germany ? 

It is a minor fault that, like many other German writers, 
Miiller insists on coining new words of his own. Thus he talks 
of “full industries ” (Vollindustrieen), by which he means in- 
dustries covering the entire process of production from raw 
material to finished article. The phrase is almost as unhappy as 
that invention of German official statisticians, “‘ full workman ”’ 
(Vollarbeiter), meaning not a workman who has dined inordinately 
well, but one who does a full week’s work of a given number of 
hours. We are also told that the Rhenish-Westphalian district 
is “‘ rohstofforientiert,”’ meaning that its industrial bias is towards 
primary production. It might be well if Germany set up some 
sort of Academy with a view to checking such violations of literary 
taste. W. H. Dawson 


Contributions to the Economic and Social History of Sweden during 
and after the World War. Ed. by Ext F. Hecxscuer (Stock- 
holm: Norstedt. 1926. 2 vols. Pp. 365 + 304.) 


THESE two volumes give an account of Sweden’s economic 
and social life after 1914. They have so far been published only 
in Swedish, but a slightly shortened edition is to appear in the 
Carnegie Endowment Series, ‘‘ The Economic and Social History 
of the World War.” Anyone familiar with that series knows 
that it contains or will contain material concerning all significant 
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sides of the war in its economic aspects. It is inevitable, there- 
fore, that most of the volumes deal in detail with particular 
questions, Cotton Control, Shipping Control, etc., and conse- 
quently, are of interest chiefly to the specialist. 

In this respect the volumes dealing with the small neutral 
countries are at an advantage. They present much more of a 
bird’s-eye view of economic life as it was affected by the war, and 
therefore warrant the attention also of economists who cannot 
give a considerable part of their time to the study of the economic 
history of the last decade. 

It is also noteworthy that the economic effects of certain 
disturbances connected with the war are probably seen more 
clearly in neutral countries where the war itself, 7.e. the military 
measures, did not exercise such a dominating influence as in the 
belligerent countries. 

The editor of this book about Sweden, Professor Heckscher, 
contributes an introductory survey of the whole period after 
1914. Several problems of more general character are raised, e.g. 
the implications of “ Planwirtschaft,”’ its merits and disadvantages 
as compared to an economic organisation of society along more 
private-capitalistic lines. 

The second section contains an account of the food problem, 
written by Mr. Carl Mannerfelt. Owing to the restriction of 
imports caused by the Allied “ blockade,’’ Sweden had great 
difficulties in procuring sufficient food of various kinds. The 
rationing was severe, at one time much more so than in Germany. 
Naturally, there arose several problems of food distribution and 
production, which were made very difficult because of the fixing of 
““ maximal] ”’ prices on the most important products. 

Mr. Olof Edstrém in an interesting narrative analyses the 
numerous problems which arose in the manufacturing jndustries. 
His chapter head-lines are: The conditions of production before 
the war; The main aspects of the industrial position during the 
war; The aims of the State policy and how they were carried 
out; The supply of raw materials; The volume of production 
during and after the war; The price development. 

The last section of the first volume describes social conditions 
and social policy up to 1925. Mr. Olof Ekblom surveys the labour 
market and the wage level, Mr. Otto Jarte and Mr. Fabian von 
Koch the unemployment policy, and Mr. K. G. Tham the housing 
market and its regulation. 

Swedish unemployment policy differed—and still differs— 
considerably from that of most other countries which followed 
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the lines of unemployment insurance. The brief account of the 
Swedish system and its working should, therefore, be helpful 
to all economists who are interested in the unemployment problem. 

To students of price theory the long experiment with fixed 
or regulated rents—a suspension of the ordinary mechanism of 
pricing—offers some interesting material. 

The last volume contains only two investigations: ‘‘ Money 
System and Monetary Policy, 1914-25,” by the editor, and 
“The Policy of 'Trade and Sea Transport during the World War,” 
by Mr. Kurt Bergendal. Of these the former is most noteworthy. 
In fact, Sweden’s experiences during and after the war throw 
light on some of the most discussed questions in monetary and 
international trade theory, e.g. the influence of increases in freight 
rates on relative price levels and foreign exchanges, the effects 
of an increased demand for a country’s export goods, and many 
others. 

It would carry me altogether too far to enter upon a review 
of Professor Heckscher’s results. Let it be said, however, that 
he follows classical lines in his analysis of the foreign exchange 
theory and is a firm opponent of the purchasing power parity 
theory. At one time the sterling exchange in Stockholm was 
only one-half of what it ought to have been according to that 
theory. In his discussion of discount policy and his criticism 
of the Bank of Sweden he is on the whole in accord with Cassel 
and Wicksell. 

Through his analysis of the relation between the foreign ex- 
changes, the various price levels, and all factors reacting thereupon, 
Heckscher has made a: contribution to our knowledge of the 
mechanism of international trade which no student of these 
questions can afford to neglect. 

BeErRTIL OHLIN 


Copenhagen University. 


La Belgique Resiaurée. Etude Sociologique publiée sous la 
direction DE Ernest Manaim (Bruxelles: Maurice Lamer- 
tine, Editeur, 1926.) 

For some years after the Great War ended, “‘ Reconstruction ”’ 
was a favourite word in Britain. First, we had a Reconstruction 
Committee (appointed by the Prime Minister in 1917), and then a 
Reconstruction Ministry. Then, reconstruction just seemed to 
happen, slowly, and upon lines that were largely independent of 
the ‘‘ best-laid schemes of mice and men.” In the volume 
edited by Professor Mahaim we have a valuable record of the 
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steps taken by the Government and by private individuals, in 
Belgium, to restore the country to normality after the long war 
period. It consists of nearly 700 closely printed pages, in which 
the subject is reviewed under nine heads, viz. the Population, the 
Devastated Areas, Agriculture, Industry, Commerce, the Condition 
of the Workers, Finance, National Wealth, and the Belgian 
Congo; and there is a final chapter, contributed by Professor 
Mahaim, in which a summary is given of the main facts emerging 
from the preceding sections. 

The book will find a place among important historical records, 
although the number of readers, at any rate in countries outside 
Belgium, will not be large, since it deals with the subject in greater 
detail than the average reader demands. It was completed in 
July 1925, but a protracted printers’ strike delayed its publication 
till about a year later. 

The post-war recovery of Belgium is an achievement of which 
her people are rightly proud, though, as Professor Mahaim 
reminds us, the proportion of industry and agriculture which had 
been completely put out of action by the war was much less than 
the ‘‘ man in the street’ imagined. Naturally, his attention was 
concentrated on the damage done rather than on the extent of 
the areas which had practically escaped scot-free. 

As elsewhere, the trade boom following the Armistice, and the 
psychological atmosphere of the period, enabled the workers 
materially to improve their condition. Not only are their real 
wages now higher than before the war, but they have obtained 
other advantages, such as the eight-hours day, old age pensions, 
an improved status for trade unions, unemployment insurance, 
and so forth. Moreover, the introduction of universal suffrage 
at twenty-one and the abolition of the plural vote have materially 
strengthened their political position in the State. On the other 
hand, a large section of the middle classes, notably the rentier class, 
has become poorer; since in this group the imposition of fresh 
taxation, including (for the first time) an income tax, has markedly 
lowered real incomes, already seriously affected by the depreciation 
of the franc. 

With unimportant exceptions, Belgian industry has been 
restored to its pre-war prosperity. The 1,250 miles of main 
railway which had been totally or partially destroyed were in 
working order by the end of 1919. Two-thirds of the light 
railways, which play so important a part in the social economy of 
Belgium, had been destroyed or damaged, but all these were 
functioning again before 1922. Export markets have been 
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recaptured, and the port of Antwerp is flourishing, and occupies 
her old place among the great ports of the world. 

It would be impossible in a short review to give, even in bare 
outline, an account of the steps taken to bring about the recon- 
struction of Belgium; but Professor Mahaim points out that, at 
first, when the work was left to private initiative, it went on 
slowly, but when the State stepped in to help, progress was much 
more rapid. The Government recognised that it was dealing with 
unprecedented conditions, and it was not afraid immediately 
to try new methods, and to change them quickly if they proved 
ineffective. Yet, the writer warns us against exaggerating the 
part played by the State, since “ the essential foundation of the 
restoration of the country has been the work of individuals.” 

Taken altogether, the book is a fine piece of work, worthy of 
the men who have contributed the individual chapters, and of its 


distinguished editor. 
B. SEEBOHM ROWNTREE 


The Anatomy of African Misery. By Lorp Otivier. (Hogarth 
Press. 6s. net.) 


THE task of reviewing a book which is at once so right and so 
wrong as this study by Lord Olivier of the social economy of 
South Africa is one of peculiar difficulty. The difficulty is in- 
creased by the fact that it is so much easier to indicate what is 
right in the book than to explain—especially to those who do 
not know South Africa—what is wrong. Its analysis of the social 
and economic causes which have brought South Africa to what is 
perhaps, the crisis of its history is a piece of masterly etching 
(‘‘ etching ” is the right word here, as those who catch the tone 
of the book will feel). In one sure, swift sentence, Lord Olivier 
gives the substance of the whole picture : 

“ Capitalist industrialisation was the principal agent in con- 
verting the black man from a common convenience into a possible 
competitor of the white; whereas in the old, characteristic South 
African economy he was only his humble servant and helper, and, 
whether he was fairly dealt with or not, he did not compete.” 
It is true, beyond any doubt, that fear of the economic competi- 
tion of the Bantu and of its possible effects upon the settled order 
of the white man’s life in the future is a major determinant of 
opinion and policy in South Africa to-day. It is also true that 
what the author calls “ capitalist industrialisation ” has produced 
the conditions out of which the fear arises. Under the simple 
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conditions of pastoral farming on a subsistence basis, which 
prevailed over the greater part of the country before the dis- 
covery of minerals in the interior, and the institution of large- 
scale plantation production on the sugar-lands of Natal, there 
were no black wage-earners to threaten the civilised standards 
of a white worker. And the white wage-earners were themselves 
few. 

Now the clash is everywhere occurring, and upon South 
Africa’s handling of the conditions which produce it will depend 
much more than its own future. For the situation is ominously 
typical of that which the world at large must sooner or later 
have to face. What is to be the adjustment of the economic 
system upon which “ white’ Western civilisation rests to the 
millions of primitive workers of coloured races, who are now being 
brought within its orbit? The fond delusions, still entertained 
in some quarters in South Africa under the name “ Segregation,” 
that the native can be brought into the white man’s economic 
system for productive purposes and excluded from all relation to 
it for social purposes, is steadily disappearing. It is the certainty 
that profound social reactions must ensue, especially where white 
and black live in close contiguity, that accounts both for the 
present groping perplexity and confusion of South African opinion, 
and for the incalculable significance of the South African experi- 
ment for the world at large. History and geography have com- 
bined to render the Union a specially equipped human laboratory 
for experiment upon the most bewildering and perhaps most 
momentous social-economic problem of our time. 

That being so, South Africa cannot complain if she and her 
doings are subjected to close scrutiny by an outside world that 
has a vital interest in the issue. What she has a right to demand 
is that the scrutiny shall be inspired by a desire on the part of 
critics to be both well-informed and sympathetic. Lord Olivier 
satisfies the first condition much more convincingly than he does 
the second. He shows how a large class of wage-earning native 
workers has been called into being by the application of large- 
scale methods of production in the development of South African 
resources; how workers of that class continue to live on a low 
standard; how the skilled white worker derives a sort of rent 
from the relative under-payment of the unskilled black labourer ; 
how the result is to produce a wage-scale with no middle as it 
were, having the £1 a day of the skilled artisan at one end and the 
3s. 6d. or 4s. a day of the unskilled native at the other; how the 
great army of “ poor whites ” is constantly_being recruited from 
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those who cannot hope to earn the £1 of the skilled man and yet 
scorn to work for the 4s. of the Kafir along with Kafirs; how 
a Labour Party arises which is more concerned to defend the 
privileged position of the white man by colour bars and pro- 
hibitions than to stimulate in every possible way such a rise in 
the Kafir standard of living as would help to close the disastrous 
gap; how an agrarian system, resting also on coloured labour, 
and deriving from simpler economic conditions when land was 
plentiful and the product demanded from it no more than was 
needed for subsistence, has encouraged the growth of a large 
class of rural “ poor whites” who now tend to crowd into the 
towns to swell still further those lower ranks of labour which 
the Kaffir is more and more entering. 

These, and the other characteristic results of the factors at 
work, Lord Olivier etches out with mordant but true precision. 

Of the factors themselves he also shows just understanding 
up toa point. Thus he understands and makes allowance for the 
traditional attitude of the pioneering Boer, to whom the Kafir 
was always either an enemy or a servant, never to be thought 
of as a fellow-citizen. The modification of that attitude to 
meet the conditions of a world of great mines and factories and 
trade unions and wage-boards is a process that must take time. 

He understands also, though he subjects to much more caustic 
treatment, the motives of a Labour Party striving sincerely, if 
sometimes mistakenly, to keep standards and emoluments of 
labour “ white.”’ 

Yet with all this understanding, both of the economic process 
itself, and of the psychological factors which determine South 
Africa’s present attitude towards its consequences, he has written 
a book which is far more likely to irritate than to instruct just 
that body of South African opinion which stands most in need 
of instruction. South Africa is not incapable of realising the 
need for expert advice and criticism from outside, as she has 
shown on more than one occasion by inviting distinguished 
economists from England, from Holland and from America to 
advise her on economic policy. It is not the bare fact that Lord 
Olivier criticises with so much point and force that will cause 
irritation and resentment. The real sting of the book can be 
realised only by those who have spent some time in South Africa 
and have lived themselves into the spirit and temper of its people. 
Its tone is apt to be sometimes contemptuous, often bitter, 
and sometimes half-condescending, as when the author suggests 
that South African opinion as a whole has remained largely 
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untouched by the sweeping movement of emancipation that 
characterised the nineteenth century. 

What has to be remembered with sympathy and something 
of the humility of the publican in the parable, who knows himself 
also to be a sinner, is that South Africans of European origin 
are very ordinary human beings placed by Fate in a situation 
that demands the foresight and restraint of moral and intellectual 
supermen. It is doubtful whether any other community of 
Europeans in the same circumstances, and under the same stress, 
would have acted differently. Nor would it call for much 
ingenuity in a South African who cared to undertake the task 
to establish significant parallels between the attitude of the 
dominant whites in South Africa towards coloured labour, and 
that of a very large section of the English ruling class towards 
English ‘‘ working classes”’ to-day. The mixture of conde- 
scension, fear and inability to grasp the full significance of a 
common citizenship might be found in both cases. 

Lord Olivier admits that the transition from pastoral to indus- 
trial economy in South Africa under conditions other than those 
of “capitalist industrialisation ’’ might have been conceivable 
though hardly possible. As a matter of history, what else could 
have happened? Grant the presence of the white man under 
nineteenth-century conditions and all the rest follows. Is it 
suggested that the white man should never have attempted to 
settle in Africa at all? Or that, once settled, he should not be 
strongly influenced by fear for the maintenance of his ‘‘ white ” 
order of life? There is, fortunately, a strong and growing body 
of opinion in South Africa that realises the fatal consequences 
that any attempt to maintain white standards by systematic 
checking of the economic progress of colour must bring. And 
this opinion is strong enough even in white Trade Union. circles 
to give rise to increasingly serious division. Moreover, so far 
from being unconscious of the possibilities of capitalist indus- 
trialisation, the average South African has been so much alive 
to it that his apprehension has given rise to the present party 
system. Jealousy of “ capitalist’ manipulation from outside 
has been one of the main causes of the rise of the Nationalists 
as a party, aiming at self-sufficiency rather than secession, and 
here is its main affinity with Labour. 

The conclusion one would be disposed to draw who has watched 
for some years the development of South African opinion in South 
Africa itself is that in spite of many crudities, much disastrous 
shortsightedness, and much distortion by fear and prejudice, 
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the people are steadily becoming more intelligently aware of 
the real causes of the malaise, much as Lord Olivier has diagnosed 
them. At the same time they are becoming more firmly resolved 
to face their own problem and shape their own future, knowing 
that in doing so they are engaged in no academic analysis, but 
in a very real and precarious adventure, which, in many respects, 
is a new thing in history. 

There are abundant signs in most significant quarters of a 
growing realisation that the white man’s order of life is to be 
protected from the black man only by fully sharing it with him. 
But to assume that the Bantu people in the mass are likely to be 
capable of anything like equal citizenship with the Europeans in 
the mass within any comparatively short time is to misunderstand 
the essential facts of the whole situation. The great majority 
are still living the most primitive of lives, and a long and painful 
process of patient instruction will have to be undergone before 
the white man can feel secure and in no need of artificial barriers. 

No doubt there is great and growing discontent among 
natives. But its nature should not be misunderstood. Dis- 
content is not misery. The Kafir is discontented just because 
the white man has enabled him to catch a vision of better things, 
and in spite of everything has caused him to hope. The South 
African misery thai Lord Olivier anatomises with so relentless 
a scalpel, if it exists at all, is to be found not so much among the 
Kafirs as among the poor whites, the failures of circumstance and 
character among the white men. It is the anatomy of that 
misery, carried out with such invaluable aid as that of the recent 
Economic Commission, which is doing so much to instruct South 
African opinion in the pathology of its own body social. 

The Kafir, both in the town locations and in the kraals of 
the reserves, might appear to be living in conditions which ought 
to make him miserable as the European eye sees them. But if 
he really is miserable, his cheerful countenance and jaunty, 
humorous air, indicate a capacity for dissembling his real feelings 
which the most hardened politician might envy. 

F. CLARKE 
University of Capetown. 
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La Questione Agraria in Russia, prima e dopo la Rivoluzione. 
By Dr. J. G. Krerscumann. (Piacenza: Federazione 
Italiana dei Consorzi Agrari. 1926. 8vo. Pp. 330. 25 
lire.) 

Die Landwirtschaft des Sowjetbundes. Der Weltmarkt fir agrar- 
ische Erzeugnisse. Heft I. Von A. W. Tscuasanorr, 
Professor der Landwirtschaftlichen Akademie in Moscau. 
Herausgegeben von Pror. M. Serine, Universitat, Berlin. 
(Berlin: Paul Parey. 1926. Pp. 40.) 


Dr. GrizioTtt1 KRETSCHMANN’s valuable work deals with the 
Russian agrarian question in the last sixty years, from the abolition 
of serfdom (1861) to our days. The author has utilised all im- 
portant works upon this subject, and gives a clear and impartial 
account of agricultural conditions under the Imperial Govern- 
ment and of the changes wrought by the Revolution. According 
to Dr. Kretschmann revolution has not enriched the rural class. 
The increase in the average size of holdings of land resulting from 
the expropriation of Crown, Church and private estates varies 
in different provinces from 0-007 to 0-77 dessiatinas (0-0175 to 
2-079 acres) per head. In the central agricultural region, where 
the shortage of land was most acute, this increase was approxi- 
mately 0-2 to 0-4 dessiatinas (0-54 to 1-08 acres) per head. 
“ These are impressive figures,” says Dr. Kretschmann, ‘‘ when 
one remembers all the struggle, destruction and bloodshed through 
which so insignificant a result was attained ! ” 

One result of the Revolution was the increase of small holdings. 
Whereas in pre-Revolution days holdings under 4 dessiatinas 
(10-8 acres) formed 51-1 per cent. of the whole number of home- 
steads, in 1919 their proportion attained 74 per cent., whilst 
those of landless homesteads and of those possessing over 4 
dessiatinas correspondingly decreased. This process of levelling 
was followed by the reduction of the average sowing area per 
family from 3-44 to 2-7 dessiatinas (9-28 to 7-29 acres). From 
Soviet sources the author gives a comparison of the purchasing 
capacity of the peasants in pre-war days and in 1919-20, showing 
that whereas the rural population could formerly purchase goods 
to the value of 22 rubles 43 copecks (£2 6s. 9d.) per head, now 
their purchasing capacity is only 3 rubles 41 copecks (7s. 1d.) 
per head. In 1912 the peasants purchased 2-4 milliard gold 
rubles’ (£249-6 millions) worth of manufactured goods. In 
1919-20 only 250 million gold rubles’ (£51 millions) worth. And 
the author sums up: “ It isa mistake to think that the Revolution 
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has enriched the peasants. . . . War and civil war, famine and 
epidemics raging in many provinces, have impoverished the 
peasant masses, who live now in greater poverty than formerly.”’ 

Dr. Kretschmann makes a special study of the land legis- 
lation of the Soviet Government, and demonstrates the complete 
failure of the Socialist experiments of 1918 and 1919 imbued 
by Marxian theories, and examines the Land Code of 1922, which 
in many points follows Stolypin’s land laws. This Code has 
definitely ended further Communist experiments, and we may 
add that, having apparently been drafted by specialists of the 
old regime, it embodied several improvements upon pre-war 
legislation, such as the establishment of a limit of parcellation of 
holdings, or the extension of the right of possession of the holding 
to all members of the household, improvements advocated by 
many in pre-war days. 

The author shows the heavy burden of taxation weighing 
now on the rural population, and the Government’s indifference 
to the farmer’s plight. The increasing export of grain, according 
to Dr. Kretschmann, is effected not from an existing surplus, 
but at the cost of depriving the Russian people of the very means 
of existence. Thus in 1923 the total production of cereals was 
2,153 million puds (34-4 million tons), whereas the quantity of 
grain needed for the nourishment of the population (together 
with 500 million puds needed for sowing) was estimated at 2,400 
million puds (38°4 million tons). In spite of this, some 46 million 
puds were exported, whilst at the same time relief organisations 
imported some 3-4 million puds to feed the population of provinces 
stricken by the famine. Dr. Kretschmann emphasises the fact 
that whereas in pre-war days Russia exported chiefly wheat and 
barley, the present export deals principally with rye, which has 
a limited market abroad and cannot form a solid base of export. 

A question upon which we disagree with the author is that of 
the “ mir,’ or the old communal system of utilisation of land. 
It is true that this system prevails in the greatest part of Russia, 
individual holdings forming only 0-1 to 10-1 per cent. in various 
regions, and only in White Russia attaining 24-5 per cent. of the 
total holdings. Dr. Kretschmann seems to incline towards this 
communal form of holding, and believes that within it agriculture 
may progress. This makes him judge Stolypin’s reform as one of 
the motives of which were chiefly political, to promote the forma- 
tion of a strong and conservative class of farmers. Dr. Kretsch- 
mann’s reference to Western Russia, where some of the initiative 
for improved cultivation came from the communities, is a strong 
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argument against himself, for it is precisely in those Western 
provinces that individual tenure of land had the greatest success, 
as can be seen from the table given by the author on p. 283. 
Stolypin’s reform had no doubt a political purpose, but, more 
than that, it aimed to give to individual owners of land the right 
and possibility to improve and intensify land culture, a possibility 
of which they were deprived under communal tenure. And, as 
Dr. Kretschmann rightly observes, it is not in any increase in 
the size of holdings that the solution of the agrarian crisis is to 
be found, but in the intensification of culture. 

Professor Tschajanoff’s pamphlet serves as a good supplement 
to Dr. Kretschmann’s book, by giving more detailed figures and 
maps for the years 1923-24. We may observe that, however 
interesting, these figures must be accepted with a certain reserve, 
for, as Dr. Kretschmann says in his preface, Bolshevik statistics 
sin by excessive optimism, and figures taken from different 
sources, even official, are rarely concordant. Professor Tscha- 
janoff’s figures seem to err on the side of optimism. Nevertheless 
there is no doubt that a certain effort has been made in the last 
few years to raise productivity, especially as regards technical 
cultures, such as cotton, sugar-beet, flax and hemp, some of 
which had nearly disappeared. Professor Tschajanoff wishes 
to prove that the reduction in the area of cultivation of wheat 
and of the cultures of cotton and sugar-beet was chiefly due to 
“‘ insufficient relations with the world market.” This assertion 
needs to be confirmed by further statistics which the author fails 
to give, and we are more inclined to agree with Dr. Kretschmann 
that, on the contrary, the fall in the export of wheat is chiefly 
due to the liquidation of large estates, which were the principal 
sellers of this produce. 

But on the whole Professor Tschajanoff’s tables-‘show that the 
country is recovering from the Revolution, and he notes the 
interesting fact that in the latest period a certain differentiation 
is to be observed amongst the homesteads, which is witnessed to 
by the revival of hired labour, an institution which had ceased 
to exist, not only owing to legislation, but also because of the 
disappearance of large holdings. 

G. BENNIGSEN 
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Farmers of Forty Centuries ; or Permanent Agriculture in China, 
Korea and Japan. By F. H. Kine. (Jonathan Cape. 
Pp. 379. 12s. 6d. net.) 


THE re-publication of this book, which first appeared in 1911, 
is very apposite at a time when the Western peoples are looking 
at China with no little apprehension about the effect of the modern 
disintegrative religion that we roughly call Bolshevism upon that 
vast, toil-enured population which has hitherto been bound so 
straitly by traditions of obedience to authority. 

It might be thought that after so long an interval the book 
should have been revised, since China has latterly been penetrated 
by American agricultural experts, and Japan has considerably 
developed her scientific agricultural service. But amplifications 
or corrections in detail would have done the book very little 
service; it is essentially a sketch, an impression, and it owes its 
value to the freshness with which is was written, to the fact that 
it records the first enlightened contact of a trained observer with 
the farming of the Far East. Actually the author never saw the 
book through the press ; he died as he was writing the last chapters 
and it was finished for publication by his widow. At the 
beginning of this century King, of Wisconsin, was among the best 
known investigators of the soilin America. He left Wisconsin for 
the Bureau of Soils in the Department of Agriculture but, 
dissatisfied with the conditions under which he was expected to 
work in a bureaucratic administration, he resigned, and embarked 
upon the journey to China and Japan of which the book before us 
is arecord. Though cast in the temporary form of an account of 
travel, the value of the book is due to King’s presentation of the 
two great features of the agriculture of this region—a system of 
farming which supports upon the land a population of incredible 
density, a system also which over the long period (forty centuries 
is but a guess) has succeeded in maintaining the fertility of the 
soil. This last fact is perhaps more striking to an American than 
to a European observer. The American is only too conscious that 
the methods of farming in vogue in the United States have been 
little better than mining into the initial resources of the virgin 
soils, so that even in the fertile Middle West crop production is 
not what it was. By the close of the nineteenth century the 
typical pioneer farmer was looking for new lands to exploit. In 
Europe we have settled down to a more conservative system of 
cultivation, and there is no evidence of approaching soil exhaustion 
in the fields of Italy, Gaul, or Flanders, which must have been 
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continuously cropped for the last two thousand years. Even 
before the introduction of artificial fertilisers, the European 
system of mixed farming, whereby there was returned to the soil 
everything except the actual corn and meat, milk and wool, which 
human beings consumed, together with the recuperative action of 
leguminous crops like clover and beans upon the nitrogen supply, 
did maintain a certain level of fertility. 

In China, the conservation of the resources of the soil is pushed 
to the last extreme by the return to the land of all human as well 
as animal dejecta, preparations of which constitute a more 
universal fertiliser than even the dung made by animals. In this 
way the land need never lose fertility. Regarded as a machine, 
the adult man is merely burning up the carbonaceous con- 
stituents of the food which the plant originaily obtained from the 
air. The nitrogen, phosphoric acid and potash which the plant 
took out of the soil pass through the man without loss and re-enter 
the eternal cycle of growth. The nitrogen compounds alone are 
subject to wastage by bacterial decompositions, but there are 
compensatory bacterial syntheses in the soil. In a temperate 
climate the level of constant cropping that may thus be obtained 
is not very high, and for production near the maximum artificial 
fertilisers must be used, in order that the plant may not be stinted 
in any stage; but in China temperatures are high enough to 
permit of rapid utilisation of the organic manure residues. 

Chinese agriculture is only to be compared with our market 
gardening of the most intensive and minute description, raising two 
or three crops a year on areas of two acres or so perfamily. King 
describes a family of twelve on 24 acres, another of ten on 13 
acres, while the island of Chang-ming in the mouth of the Yang- 
tse carried 3,700 people per square mile on 270 square miles, 
which only included one city. England, with four-fifths of the 
population in cities, only reaches a density of 200 per square mile, 
yet we produce less than 40 per cent. of the food we consume. In 
China and Japan we find purely rural populations of 2,000 to the 
square mile that are entirely self-supporting. In such com- 
munities all are at work, men, women and children, and the greater 
part of the labour is expended in producing the food consumed by 
the community; there is only a margin for sale, and a corre- 
spondingly small cash return available for the purchase of clothes 
and the other necessaries of life. Really organised farming on 
the Western allowance of land, 7.e. somewhat more than 2 acres 
for each person, could produce the food for the community on the 
labour of about 5 per cent. of the population; in the East the 
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corresponding figure may rise as high as 80 per cent. Such is the 
inevitable result of the pressure of population among peoples who, 
heedless of any standard of living, will breed right up to the 
dangerous edge of sustenance, with recurring local famines 
whenever seasons prove unfavourable, as the only check to 
increase. As land becomes more precious, labour is of less and 
less account, just as the deserted crofts of the Highlands and the 
grass fields of Middlesex are evidence not that men cannot 
live on them, but that labour has become dear and that more 
money has been earnable in occupations other than farming. 
King gives many examples from which we can estimate how low 
is the standard of living; a labourer’s wage was about 6d. a day 
of pre-war currency, yet the people have a real civilisation of their 
own and are not without cheerfulness and content. 

We might view the Chinese situation with equanimity, with 
its complete fulfilment of what appears to many men the 
desideratum for England, i.e. high farming on every available 
acre and a maximum employment of men and women on the land, 
were it not for its necessary reaction upon our own civilisation. 
The Western peoples are in the process of restricting their 
multiplication in order to maintain their standard of living, but 
something more than birth control will be required to ward off 
the competition of the East. Even now in London you may buy 
Chinese pork, Chinese eggs, and foods made from Manchurian soya 
beans. That perhaps matters little; the nation must have 
cheap food, and if English farmers and farm labourers cannot 
produce at the Chinese level they are in effect told that it is their 
own fault in being such fools as to have engaged in farming. But 
in other industries the capitalist is looking longingly at the vast 
reservoir of cheap labour China exhibits, a land also not without 
coal and iron. Westernisation [7.e. exploitation] has begun; 
a little more organisation of these millions of enduring but skilful 
craftsmen, and prices may be cut till there is no longer a margin 
from which to pay Western rates of wage. Is there a Gresham’s 
Law in labour as in currency, or how is one to prevent the lowest 
standard of living approximating all others to it? These are far- 
reaching questions, but they are suggested by a reading of King’s 
book, for though it is only concerned with agriculture, it is 
agriculture which sets the stroke in Chinese life to-day. 

A. D. Hath 
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Problems of Industrial Development in China. By Harotp M. 
Vin ackE, Professor of Political Science in Miami University. 
(Princeton University Press, and Henry Milford, Oxford 
University Press. Pp. xi -+- 205.) 


THE subject is important enough to demand presentation by 
a competent writer possessed of first-hand knowledge of the 
situation. The present author, despite the claim made for him 
on the cover, that he is “an authority on China,” can hardly 
be placed in that category. Nevertheless, in default of such an 
author it is right to acknowledge respectfully an attempt made by 
one who is largely dependent on others for most of his facts. 

Since the book was written the situation has seriously changed, 
and while the problems remain the same and will have to be met, 
a number of his positions and statements are not supported by 
present facts. One of his principal sources of information is 
that valuable annual, the China Year Book, and the author might 
well have referred to a later edition than that of 1921-2. For 
instance (p. 149), he says in regard to railways—“ Practically all 
of the lines in operation to-day, even with the disturbed condition 
of the country, show a profit after the loan charges, as well as the 
operating costs, are deducted.” That may have been the case 
in 1921. It is not the case now, and the impoverished investor 
can only hope that a return to something like normal conditions 
will reward his patience. Certain it is that until his confidence 
has been substantially restored, further railway development 
must be delayed. The author recognises that a stable government 
is essential to the realisation of his expectations, but his suggestion 
(p. 155) that further railway and other loans should be secured 
on services to ‘‘ be administered under the direction of a foreigner 
nominated by the bondholders and appointed by the Chinese 
Government ” receives scant encouragement from the recent 
dismissal of Sir Francis Aglen and the attitude of vocal Chinese. 

The first chapter gives a cursory survey of Industrial Develop- 
ment in China, in which the facts are rather out of date and the 
reasoning open to dispute. For instance, ‘‘ adequate communica- 
tions ” are unquestionably needed, by which the people “ might 
be better distributed throughout the country, thus increasing 
the agricultural output”; yet when one looks at the province 
of Shantung, doubts arise. Improved communications have 
enabled a very large number of emigrants from that province to 
settle in Manchuria, but Shantung seems as over-populated as 
ever. The author anticipates the ‘‘ exhaustion of the oil resources 





eae 














oe pe ny ieee 














1927] VINACKE: INDUSTRIAL DEVELOPMENT IN CHINA 457 


of the world in a reasonably short time,”’ and judges that even 
if petroleum is not found in quantity in China, supplies of coal 
and iron, on which the “‘ modern industrial state has been erected,” 
are sufficient for her needs, and her “ only serious lack from the 
standpoint of those minerals essential] to industry ”’ is sulphur 
in quantity. By the way, it was in the province of Shensi, not 
Shansi, that the Standard Oil Company drilled with indifferent 
success. 

In textiles sheep’s wool and camels’ hair are two of the staple 
products of Mongolia, Shansi and the north. The modern woollen 
industry is still in its infancy and most of the wool is exported 
to other countries, but “‘ should the woollen industry develop 
it will be long before the Chinese manufacturer will have to look 
abroad for any part of his raw materials.” That is quite true, 
and there are possibilities of ‘‘the expansion of sheep grazing 
north of the Great Wall” and elsewhere; the author might 
add that probably even greater success may be expected from 
experiments which are being made to improve the breed of sheep. 

“China can grow her own cotton of a variety suitable for 
modern machinery.” It also can undoubtedly be improved, 
and possibly long staple be added to its short-staple variety ; 
but the people must eat as well as be clothed, and cotton has to be 
grown at the sacrifice of food-stuffs. Unless crops of these can 
be increased, or supplies imported, a limit is likely to be reached 
in cotton growing. Already China is the third largest producer 
in the world. As to spinning and weaving, apart from the not 
“tens of thousands,” but probably millions of hand-looms 
scattered over the country, there are modern mills containing, 
not “‘ 1,500,000 spindles and 7,500 machine looms,” but 3,414,062 
spindles and 25,934 looms in operation, and these not in “ 60 
cotton spinning and weaving mills,” but in 118, or double his 
numbers. 

It would be easy to dispute his statement that ‘ industry in 
China is old, older than in any of the other countries of the world,” 
and his attribution of China’s slowness in changing from “‘ cottage 
industry ” to “ modern industry ” to “ the size of the country,” the 
“ difficulties of communication”’ and “the opposition of the 
gilds.” In reality, the main cause was the ignorance and opposi- 
tion of the Manchu Court and the high Chinese officials. Had 
the Government really “left the regulation of the industrial life 
of the country entirely to those engaged in industry,” there is 
little doubt that the eagerness and astuteness of the Chinese 
trader would have found early and fullexpression. In like manner 
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“the break-up of the family tradition ’’ has never been necessary 
to make the Chinese a willing coloniser. Ten millions live abroad. 

The author indicates that the ‘“ function of the Government 
will have to change ” from negative to ‘“ positive services,” but 
he seems to place a heavier load upon it than it should be called 
on to bear. It was the attempt to nationalise the incipient 
railway system which was a prime factor in the downfall of the 
late dynasty, and it had already made numerous ventures in 
other directions. He is an advocate of the American form of 
protection, in order ‘“‘ to promote the national industry,”’ and his 
governmental “ positive services ’’ include industrial experiment 
and organisation. His ideal of representative government in 
China is that it ‘“‘ should be based upon already established group 
interests in the country.”’ By this means the direction would 
be in “the hands of the commercial and industrial interests of 
the country.” This would, for the time being, ignore, or only 
find indirect representation for the vast mass, the eighty per cent. 
of the population, the unorganised, inarticulate farmers. His 
assumption that roads and waterways “ had so completely fallen 
into disrepair under Manchu rule ”’ is disputable, for in the south 
the canals are well maintained and the roads are mere footpaths, 
while in the north few roads have ever been made; they have 
been trodden out by the foot of man and beast. As to native 
carts ‘“‘ not being able to move for months at a time because of 
the condition of the roads,’’ even one who has suffered from the 
miseries of the northern roads would hesitate before making such 
a Sweeping statement. 

His consideration of Governmental Finance is based on the 
existence of a stable central authority and a centralised financial 
control, but he hardly does justice to the position of the Provincial 
Governments and their demand for fiscal and other autonomy. 
Since the Maritime Customs began to remit its revenues to Peking 
instead of their being shared with the provincial treasuries, likin 
has become an important means of provincial support. The 
reform of Provincial Finance is as exigent as that of the Central 
Government. 

For Currency Reform the need is wearisomely evident and 
it would seem impossible for anyone to over-emphasise it, but 
it is an unnecessary extravagance to say (p. 100) that “ every 
transaction of any importance involves the exchange of money 
through several mediums, in all of which the exchange shop 
plays a part, and from which it draws a profit.” In point of 
fact business transactions are done normally and with simplicity. 
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As to his statement in regard to silver, that “ the increase in its 
value of recent years may serve to account for an increase in the 
value of ’’ exports and imports, one need only remark that, far 
from the tael, or Chinese silver ounce, having increased in value, 
it fell from 6s. 1,;d. in 1920 to 3s. 63d. in 1921, and has since 
almost annually fallen to its present price of 2s. 63d. That 
Currency Reform bristles with difficulties the author makes 
sufficiently clear. 

He says in conclusion— The Chinese have a tradition 
of co-operation and adjustment,” through their gilds, ‘“ which 
has been lost in the Western countries in the past hundred years. 
From the standpoint of industrial development it is their precious 
heritage. It should be the foundation principle on which they 
erect their new industrial order. Western machinery should be 
introduced, but Western industrial antagonism should be 
avoided.” Exactly, but how? That statement only mentions, 
without solution, one of the chief industrial problems of China. 

Despite, however, the many criticisms which these pages 
arouss, the general principles that are enunciated are deserving 
of consideration, and one can only respect the author for sym- 
pathetically facing problems of such immense difficulty, involving 
the welfare of a quarter of the human race. 

W. E. SoorHiny 


Oxford. 


A Geographical Study of Coal and Iron in China. By WILFRID 
Smiru, Tutor in the-Department of Geography, University 
of Liverpool. (The University of Liverpool, and Hodder 
and Stoughton, Ltd. Pp. 83. 5s. net.) 


TuHIs unpretentious volume of 83 pages offers a remarkable 
summary of the distribution and development of the Coal and 
Iron resources of China. “The object of this monograph is to 
discuss, in the light of the most recent information, the distribution 
of different classes of coal and iron, partly in relation to the 
physical structure of the country, but more particularly in its 
bearing on the coming industrial development of the Republic. 
The various factors, such as means of transport affecting the 
utilisation of the mineral resources, are fully considered and an 
estimate is made of the probable lines of development in the 
different mineral regions of China.’”’ The book fulfils its pro- 
gramme, and Economic Geography is distinctly enriched by this 
valuable treatise, which in succinctness and clearness can hardly 
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be surpassed. Two folding maps and various sketches add to 
the value of the book, and an excellent Bibliography will serve 
as a guide to those who wish to study the subject more in detail. 
Professor Roxby, who suggested this piece of research work to 
the author, supplies a suitable Foreword. 

On p. 46, where it says that mining “ceased whenever the 
water table was pierced,” one might add, ‘or when the limit of 
ventilation was reached,” for I never heard of ventilating shafts in 
Shansi, and in the only mine I explored I was not surprised to 
find the men working stark naked in an atmosphere of a heated 
foulness indescribable. His remark on p. 27, that as “‘ coal was 
mined all over South Shansi. . . no internal coal trade developed,” 
does not seem very clear. On p. 49 his statement that in the 
earlier years “Chinese coasting steamers were dependent on 
supplies of coal within China itself’? surely needs modification, 
for to the best of my recollection most of the coal was imported. 
The spelling of Chinese names without hyphenation must sorely 
puzzle the ordinary reader. For instance, Miaoerhkow in Chinese 
is three distinct words, not one, Miao erh kow. Moreover, is 
“nearby ” an attractive word ? 

Those who read this book will see how closely the economic 
interests of Japan are dependent on China, and perhaps better 
understand the change which has occurred in Japan’s attitude 
from one of unwise provocation to one of conciliation. The 
interests of both countries, and those of other nations, are being 
economically linked up in a world economy which enlightened 
people everywhere will see the importance of encouraging. 

W. E. Sooraiit 
Oxford. 


Information on the Reduction of Armaments. By J..W. WHEELER- 
BENNETT, Junior, Hon. Secretary, Association for Inter- 
national Understanding. (Allen & Unwin. 1925. 10s. net.) 


Disarmament. By P. J. Nort Baker. (Hogarth Press. 1926. 
12s. 6d. net.) 


THESE two books are complementary to one another. The 
first, by an able and conscientious student of international affairs, 
is a fully documented history of the progress made towards 
solving the problem of disarmament from the Peace Conference 
down to the recommendation of the Geneva Protocol of 1924 to 
the Governments by the Fifth Assembly of the League of Nations. 
The second book is by a man of action who has been actively 
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engaged in these negotiations from the beginning, and who writes, 
in the light of first-hand experience, with an eye to further action 
in the future. Supplemented by some knowledge of what actually 
happened at the League of Nations preparatory conference on 
disarmament in the spring of 1927, a study of these two books 
ought to give an insight into the heart of the disarmament 
problem. . 

The root difficulty, of course, is that modern war is waged 
with the total material resources, and nine-tenths (let us say) 
of the spiritual resources, of entire nations. The bill for the 
mobilisation of the national resources in time of war, which was 
voted by the French Chamber while the Preparatory Disarmament 
Conference was in session, gives a fair measure (conceived, as it 
was, by a clear-sighted people which is not afraid of following out 
ideas to their logical consequences) of what this kind of warfare 
means. We realise that, in “ the Great War,’ we were only on 
the threshold of intensive warfare as it would be exhibited in 
another war fought on the basis of our present experience and 
technical training. The next war would be “the last war” in 
the sense that it would be the last event in the history of Western 
civilisation. How is it to be avoided ? 

When we study these two books, we see that effective solutions 
of the problems with which they deal could have been found 
with comparative ease at almost any time in our history short 
of the last 150 years. In fifteenth-century Italy, for example, it 
would merely have been necessary to agree that not more than 
a certain percentage of the State budgets should be spent on the 
hire of mercenaries. Even in the time of Frederick the Great, 
when armies were the playthings of kings, and these kings were 
aware that they could not with impunity spend more than a 
modest proportion of their subjects’ blood and treasure upon their 
private sport, the problem had still not become unmanageable. 
The mischief was done by the Industrial Revolution in Great 
Britain and the contemporary Political Revolution in France, 
which, between them, expanded the process of war into a levée 
en masse of the man power and the material power of an indus- 
trialised national State. 

In the modern problem which thus came into existence, there 
are (as Professor Baker brings out very clearly) two distinct sub- 
problems involved—one technical and the other diplomatic. 
The technical problem consists in determining what elements in 
national life are potential means of warfare, and then devising 
means to measure these elements and control the production and 
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maintenance of them by the national Governments in peace- 
time. When one thinks of chemicals and aeroplanes, or again 
of the facility with which modern industry beats its plough- 
shares into swords, one perceives that this technical problem is 
immensely complicated. At the same time, in a civilisation with 
such a gift as ours for mechanical organisation, it is probably not 
insoluble. People who have constructed metres for gas and 
electricity are surely ingenious enough to construct the more 
complicated metre which the measurement of national armaments 
requires. 

The crux is the political ‘‘ problem of the ratio ”’ (the title of 
the most interesting chapter in Professor Baker’s book). Suppose 
we have successfully devised some means of measuring, and keeping 
check upon, national resources for war, on what principle are we 
to strike a balance between resources and liabilities or commit- 
ments? The difficulty is that the special military dangers to 
which particular countries are exposed are often hardly suscep- 
tible of reduction to a numerical basis of comparison. Take, for 
example, the question of exposed frontiers. It is obvious that 
Germany, lying between France and Poland, is very much more 
exposed than the United States, lying between Canada and 
Mexico; and that this difference is a factor which could not be 
left out of account in determining, on an equitable (i.e. an agreed) 
basis, what the relative armaments of the United States and 
Germany ought to be. Yet how is this difference in degree of 
security to be translated into terms of x battalions, y field 
batteries, and z squadrons of aeroplanes? It is a difference 
which it is easy to feel but far from easy to measure. Or contrast 
the naval and colonial liabilities of the British Empire, as it has 
emerged from the war, with those of post-war Germany. In the 
matter of colonial armaments, Holland might legitimately claim 
as high an absolute ration of armaments as France, though on 
every other basis of computation her ration would be very much 
smaller. This is also a difficult problem, since naval squadrons 
and colonial forces are not irrevocably anchored, or rooted, to 
the spot at which they are to serve in peace-time. On the 
contrary, they are extremely mobile, so that special peace-time 
allowances made under such heads may upset the general ratio 
in war, while, if not allowed for in the general ratio, they may 
unfairly handicap a Power with large commitments overseas. 
It ail depends on whether the natives are going to take the 
opportunity of a general European War in order to rise against 
their European rulers; and who can express that probability in 
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a mathematical formula? Finally, what are to be the units of 
measurement? Are all the arms—military, naval, aerial, 
chemical, industrial and human—to be combined in a common 
index-figure, or are they to be dealt with separately? This, too, 
is a question on which differences of political situation produce 
differences of view. 

The inherent difficulty of- this aspect of the problem is 
appalling. The only way to tackle it is to thrash out all the 
puzzles that arise in friendly conversations between experts and 
statesmen who are not under the illusion that the problem is easy. 

A. J. TOYNBEE 


The Science and Method of Politics. By G. E.G.Catiin. (Kegan 
Paul. Pp. 360. 12s. 6d.) 

THERE are several reasons, in Dr. Catlin’s view, why Politics 
has not hitherto followed the “‘ secure path of science.”’ -Of these 
the most important are, firstly, the limitation of its scope to the 
study of a small number of states at different and not comparable 
stages of civilisation, and, secondly, the absence of a sound 
method. Dr. Catlin proposes to broaden the scope of politics by 
conceiving of it as the science of ali the relations of individuals 
to each other in society, “‘ regarded in respect of the relationship 
itself,”’ and he argues that if politics is ever to provide science and 
not merely “ shrewd seemings,” it must proceed hypothetically 
by assuming certain motives or dominant tendencies and following 
out their operation in social and political life. Here he is greatly 
influenced by the development of economic theory. The fiction 
of an economic man, has been, he thinks, of great value in placing 
economics upon a scientific basis. Similar results may, he urges, 
be expected to follow from the assumption in politics of a 
“ political man”; we must begin with some one dominant 
tendency in human nature, deduce the consequences that follow 
from it, and verify by appeal to history or experiment. This will 
lead eventually to the discovery of the permanent forms and 
general principles of action which must be the aim of a scientific 
politics. 

The use of the abstract or hypothetical method in social science 
is, of course, not novel, and when applied with due conscious- 
ness of its limitations has led and may lead again to useful results. 
It remains to be seen whether in his future work Dr. Catlin will 
be able to turn the procedure he recommends to really fruitful 
use. Here he confines himself to a somewhat elaborate treatment 
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of the nature and possibilities of politics and its relation to other 
social sciences. It may be doubted whether even this limited 
task has been carried out with the requisite thoroughness. He 
never, for example, inquires to what extent the progress of 
economic theory has really been determined by the assumption 
of the ‘‘ economic man,” and whether it is really true that any 
economist has, in fact, based his whole theory upon the hypotheses 
of a single dominant motive. It is arguable that in serious work 
the breadth of economic motive has always been realised, though 
not explicitly stated. Nor does Dr. Catlin seem to realise 
sufficiently the degree of abstraction which his proposed method 
involves. In this connection, it may be noted that his view of 
politics as the science of human relationships bears a strong 
resemblance to the definition given of sociology by some German 
writers, and in their case it has so far led to little but barren lists 
of formal relationships. Dr. Catlin’s actual procedure makes 
matters worse by the fact that it is limited to the study of a single 
social relationship, namely, that which arises out of the domination 
of one will by another and by the further limitation due to the 
assumption that this relationship is determined by one tendency, 
the so-called will to power, or the striving to avoid or assert 
control. Abstraction could go no further. Nor are the notions 
of self-assertion and of will submitted to the analysis that seems 
requisite if they are to be made the basis of political science. He 
rejects the functional analysis of institutions and seems to think 
that politics is concerned with willing quite independently of what 
is willed. In this view he seems partly influenced by his desire 
not to confuse ethics with politics. But a functional study need 
not necessarily be ethical in character, and, on the other hand, 
it is difficult to see how anything important can be obtained from 
a study of the will that wills nothing in particular. - 
Morris GINSBERG 
London School of Economics. 
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NOTES AND MEMORANDA 


THe Woritp Economic-CoNFERENCE AT GENEVA 


On September 24th, 1925, the assembly of the League of 
Nations, on the motion of the French Delegation, invited the 
Council to constitute a Preparatory Committee to prepare the 
work for an International Economic Conference. In November 
1926 this Committee, which sat (owing to the ill health of M. 
Ador, its original chairman) under the presidency of M. Georges 
Theunis, issued its report and completed its very comprehensive 
scheme of documentation. From May 4th to 23rd, 1927, the 
International Economic Conference met in Geneva under the same 
Chairman, and produced a Report! which is among the most 
important and remarkable documents which has yet appeared 
under the auspices of the League. For so large a body, composed 
of such widely different elements, to have made with apparent 
sincerity unanimous and categorical recommendations on subjects 
generally regarded as highly controversial, is proof, not only of the 
genuine goodwill of the delegates, but also of the recognition by 
the countries of the world as a whole, and by post-war Europe in 
particular, of the economic interdependence of them all, and the 
fact that, in the words of the Report,? “‘ any strictly nationalistic 
policy is harmful not only to the nation which practises it, but also 
to the others, and therefore defeats its own end.” 

The delegates came from fifty nations, and were grouped 
principally in delegations appointed by the various Governments, 
but not officially representing them. They comprised every 
qualification and every shade of responsible opinion—industrial- 
ists, business men, agriculturalists, financiers, Government 
officials, economists, labour leaders, to the number of 194, attended 
by 157 experts. Almost the only occupation which was com- 
paratively unrepresented was the professonal politician, and there 
can be little doubt that the non-political quality of the Con- 
ference was to a large degree responsible for its success in dealing 
with economic problems. 

In addition to the national delegations, there were present 


1 The World Economic Conference, Geneva, May 1927, Final Report (C.E.I. 
44 (1)) League of Nations. le. 
4 p. 20. 
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others at the direct invitation of the Council of the League, such 
as the International Labour Office, the International Institute of 
Agriculture, the International Co-operative Alliance, and particu- 
larly the International Chamber of Commerce. There were also 
present delegates from the principal women’s organisations who 
contributed inter alia a proposal for the standardisation of house- 
hold utensils. It would be invidious and, indeed, impossible to 
choose particular delegations or particular individuals for special 
mention, though naturally these varied in effectiveness, and more 
attention inevitably tended to be paid to the pronouncements of 
the principal spokesmen of the larger European Powers. It is, 
however, impossible not to remark upon the surprising weakness 
of the Soviet representatives, whose participation was expected 
to be at least interesting. In fact they did little more than 
attempt some unsuccessful back-stair negotiation, carefully indicate 
their reservations on all points remotely in opposition to their 
theories, quote inconsistent statistics and declare categorically 
that they had no intention of joining the League, which they 
regarded as a syndicate of capitalists. 

On the other hand, the delegates from the other principal 
non-member state, the U.S.A., were most valuable. They 
brought to the Conference an outside view what are primarily 
European problems, and did not hesitate to express it with great 
clarity and tact. Perhaps the most cogent summary of their 
opinions is to be found not in the words of any one of them at the 
Conference itself, but in the words of the American National 
Committee of the International Chamber of Commerce. “ It is 
generally recognised that the absence of trade barriers throughout 
our whole area, nearly as large as Europe itself, renders unneces- 
sary in the United States many of the steps desirable in Europe. 
Instructed by our own experience, the American Committee feel 
that substantially similar freedom of commerce and trade in 
Europe would inevitably result in great benefit to the European 
peoples.”” The Americans seemed to feel strongly that some- 
thing like a European zollverein would be of great benefit also to 
themselves. 

The documentation issued by the Preparatory Committee 
was immense.? It constitutes in effect a detailed economic 


1 International Chamber of Commerce: Final Report of the Trade Barriers 
Committee, Brochure No. 45 (C.E.I. 5 (1)) p. 32. 

2 A full list of the documents, together with an introduction by Sir Arthur 
Salter (Head of the Economic Section of the League) and a summary, is contained 
in the Guide des Documents préparatoires de la Conférence (C.E.I. 40), published 
by the Secretariat of the League. 
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survey of the world prepared by and for specialists, and it is most 
unlikely that any delegate has read the whole of it. 

But the three documents which seemed to exercise most 
influence and whose substance was most frequently quoted were 
the Memorandum on Production and Trade (C.E.I. 3), Summary 
Memorandum on Various Industries (C.E.I. 19), and “ in certain 
respects the most important of those submitted to the Con- 
ference,” the Report of the Trade Barriers Committee of the 
International Chamber of Commerce (C.E.I. 5 (1)). The first 
two are statements of fact, the last is, with one exception,! the 
only preparatory document which suggests lines along which action 
should be taken. It represents the considered opinion of the 
Chamber’s Committees in twenty-two counties, and a comparison 
between it and the final Report of the Conference emphasises 
the extent to which what may be called the attitude of the man of 
affairs prevailed. 

The first four days were spent in plenary sessions, and were 
occupied principally in the creation of atmosphere. The impres- 
sion left at the end of them was that the Conference was agreed 
on two facts: first, that the world’s economic troubles are the 
result not so much of the material destruction of the war as of the 
dislocation of intern. onal trade which it involved, and second 
that the artificial barriers to trade introduced in consequence of 
this dislocation had outlived the conditions which produced them, 
were too numerous and ought to be diminished. There was a 
fairly general agreement as to the nature and relative importance 
of these barriers, and if there was a tendency among the smaller 
and younger nations to regard criticism of them as applying only 
to their neighbours, from which they themselves, owing to the 
peculiar circumstances of their national situation, were exempt, 
it was on the whole decently concealed. After these preliminaries, 
the Conference divided itself into three main committees—Com- 
merce, Industry and Agriculture—and the serious business began. 

The Agricultural Committee met under the Chairmanship of 
M. Frangesch (Jugo-Slavia), and concerned itself mainly with 
questions of agricultural co-operation and technique. It re- 
commended an increase in agricultural co-operative societies for 
almost every purpose, closer relations between them and con- 
sumers’ co-operative societies, the better organisation of agri- 
cultural credits, more complete statistics, a sterner campaign on 
international lines against disease, and so forth; but perhaps the 


1 Abolition of Import and Export Prohibitions and Restriction: Com- 
mentary and Preliminary Draft International Agreement. C.E.I. 22. 
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most significant feature of its report is the expressed realisation 
of the interdependence of agriculture, industry and commerce : 
“It would be vain to hope that one could enjoy lasting prosperity 
independently of the others.” 4 

The Industrial Committee was on the whole disappointing. 
M. Hodat (Czecko-Slovakia), who presided, showed great un- 
willingness to curtail discussion on any subject that his very 
loquacious members chose to embark upon, and in consequence 
the discussions ranged over almost every conceivable field, from 
social justice to the future economic organisation of the League. 
Most of what was said came under the heading of “ rationalisa- 
tion,” a word which, like “ solidarité ’’ and ‘“‘ hommes de bonne 
volonté,” seems to thrive in the air of international conferences. 
One of its purposes was apparently to smell sweeter than 
“ scientific management,” but it also covered the organisation of 
international industrial ententes and cartels. The French, and 
to some extent the German view was that a great deal could be 
done by widespread cartellisation, but this roused considerable 
misgivings among the representatives of labour, who pressed 
strongly for an international organisation under the League to 
keep the cartels in order. That, it was contended on the other 
side, would interfere with the freedom of business, and constitute 
in itself a trade barrier. Finally from, these parturient mountains 
there was born a series of resolutions which really amount to very 
little more than saying that if cartels behave themselves, they 
may be, in the comparatively limited field where their application 
is practicable, a good thing. This is coupled with a recommenda- 
tion in favour of standardisation and the publication of more 
industrial statistics. 

By far the most effective and important work was done in 
the Committee on Commerce, under M. Colijn (Holland). Here, 
thanks very largely to the extreme firmness and good humour of 
the Chairman, almost unanimous agreement was reached on 
matters where immediate and beneficial action is possible. M. 
Colijn’s methods were drastic; it was a typical occasion when he 
thanked a rather too persistent delegate for facilitating the work 
of the Conference by dropping an amendment which the un- 
fortunate gentleman had that moment proposed, replied to his 
protest by saying that he was sure the proposer would not wish 
to put the chair in the unfortunate position of having made a 
mistake, and immediately passed on to the next item. But his 
methods were successful, and from the three sub-committees of 


1 Report, p. 44. 
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his section (over the second of which, ‘‘ Customs Tariffs and 
Commercial Treaties,’ he himself presided) comes the bulk both 
in substance and value of the Report. 

The briefest summary of this section of the Report is to say 
that it is a strong recommendation in favour of “ freer trade,” 
which is not to be confused with “free trade.’’ Indeed the 
Conference was throughout at great pains to avoid the (largely 
political) issues between free-traders and protectionists, a wise 
and necessary course which alone made it possible to secure a 
unanimity whose full extent can only be appreciated by a detailed 
study of the Report. Beginning under the heading Liberty of 
Trading, it “has condemned the system of import and export 
prohibitions and the privileges sometimes granted to State 
enterprises, and has also recommended a more liberal policy in 
respect of foreign nationals and companies in the exercise of 
their commercial activities.” 1 In connection with the first of 
these, it blesses the Draft International Convention 2 for their 
suppression, and under the last includes a recommendation for 
an international convention to secure legal and fiscal equality 
as between nationals and foreigners and to avoid double taxation. 
Reference is made to the work of the International Chamber of 
Commerce on these matters. 

The second section deals with Customs Tariffs, which are 
treated from the point of view first of form and secondly of 
amount. On the first point the Conference “‘ unanimously 
recognised the desirability of simplifying Customs tariffs as far 
as possible, particularly by avoiding unwarranted subdivisions : 
it has proposed the establishment of a systematic Customs 
nomenclature, the use of which would in due course be assured 
by individual measures taken by the Governments and regular- 
ised by the conclusion of bilateral or multilateral international 
conventions; it emphasised the urgent necessity of stabilising 
Customs tariffs, by the conclusion of long-term commercial 
treaties or otherwise; it recapitulated rules for securing the 
maximum of equity in the application of duties and defined the 
principles on which Customs formalities should be based; and 
finally it passed a recommendation in favour of the execution, 
to the fullest possible extent, of the Convention of December 
3lst, 1913, establishing an International Bureau of Trade 
Statistics.” * It should be noted that the importance of stable 


1 Report, p. 20. 
2 C.E.I. 22, to which reference has already been made. 
3 Report, p. 23. 
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tariffs to enable traders to enter upon long-term contracts was 
repeatedly emphasised by several delegates. 

The height of customs tariffs is treated under Commercial 
Policy and Treaties. After a concise and dispassionate account 
of the present tariff situation and its causes, and a short discussion 
of commercial policy ! (a most able summary), ‘“‘ The Conference 
declares that the time has come to put an end to the increase in 
tariffs and to move in the opposite direction. The Conference 
recommends : 


(1) That nations should take steps forthwith to remove or 
diminish those tariff barriers that gravely hamper trade, 
starting with those which have been imposed to counter- 
act the effects of disturbances arising out of the war. 


Moreover, in order to ensure that this action is continuously 
pursued, the Conference recommends : 


(2) That States should proceed to the conclusion of com- 
mercial treaties on lines and under conditions calculated 
to ensure the attainment of the aims mentioned herein ; 

(3) That, in future, the practice of putting into force, in 
advance of negotiations, excessive duties established for 
the purpose of bargaining, whether by means of tarifs 
de combat or by means of general tariffs, should be aban- 
doned ; 

(4) That the Council of the League of Nations should be 
requested to instruct its Economic Organisation to 
examine, on the basis of the principles enunciated by the 
present Conference, the possibility of further action by 
the respective States, with a view to promoting the 
equiteble treatment of commerce by eliminating or 
reducing the obstructions which excessive Oustoms tariffs 
offer to international trade. 

In this inquiry, the Economic Organisation should consult 
with representatives of the various Governments, in- 
cluding non-Members of the League, and also, so far 
as necessary, with the competent bodies representing 
Commerce, Industry, Agriculture and Labour. 

The object of the inquiry should be to encourage the ex- 
tension of international trade on an equitable basis, 
while at the same time paying due regard to the just 
interests of producers and workers in obtaining a fair 
remuneration and of consumers in increasing their 
purchasing power.” 

1 Report, pp. 27 sqq. 2 Report, p. 30. 
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“‘ With the question of import duties is bound up the question 
of the fiscal burdens which are sometimes imposed in addition, 
and which, in the Conference’s opinion, should not aim at provid- 
ing disguised protection for national production. 

In a similar connection, the Conference is anxious that the 
free circulation of raw materials and articles of consumption 
should not be unduly hindered by export duties, and that such 
duties, whether levied to meet fiscal needs or exceptional or 
compelling circumstances, should not discriminate between 
different foreign countries. 

Lastly, commercial treaties should contain the unconditional 
most-favoured-nation clause in its broadest and most liberal 
form, and the League of Nations is recommended to consider 
the possibility of establishing clear and uniform principals in 
regard to that clause and introducing common rules relating to 
commercial treaties.” } 

The next section deals with indirect methods of protection 
and transport discriminations. 

‘“‘ The Conference draws the attention of the various Govern- 
ments to the true nature of direct or indirect subsidies, which 
are merely a palliative, and expresses the hope that Governments 
will, so far as possible, refrain from having recourse to them.” ? 

The paragraph on Dumping is interesting. An attempt was 
made to introduce some recommendation excepting anti-dumping 
and safeguarding tariffs from the general condemnation, but 
the difficulties of definition and the fear of leaving open a by-road 
for covert protection defeated this proposal, and, in fact, the 
Conference ‘“‘ recommends that importing countries which find 
themselves compelled to take defensive measures against dumping 
should not resort to excessive, indirect or vexatious measures 
which would have a more far-reaching effect than is intended.” * 

Transport, as the Report indicates, has put its house in order. 
The problems have been tackled, the conventions are there and 
the Conference, after an introduction to this effect, had little to 
do but urge their speedy ratification and recommend the conclusion 
of agreements between maritime countries, recognising the 
equivalence of each other’s safety regulations on board ship. 

The Report was drafted in sub-committee, approved in com- 
mittee and confirmed in full session, unanimously but for the 
Russians and the Turks, who abstained from voting. The 
specific recommendations were rounded off by resolutions referring 
to education, armaments, pacific commercial co-operation of all 


1 Report, p. 27. 2 Report, p. 33. 3 Report, p. 34. 
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nations,! and the economic organisation of the League, which 
contain nothing remarkable. In connection with the last-named 
the Council’s attention is drawn to the well-balanced composi- 
tion of the Preparatory Committee. 

The Conference, then, has marked a further stage in the 
economic reconstruction of Europe in particular. It is not to be 
expected that its recommendations will be followed at once by 
unanimous action, although several states have already declared 
their intention to adhere to them, and others have treated them 
with more than mere politeness. How far practical results are 
likely to materialise is yet to be seen. ‘‘ We must not forget,” 
said the President, ‘‘ that our success will depend on the measure 
of our perseverance.” But whatever fate its recommendations 
meet with in the hands of the politicians and the Governments, 
the impression left on the great majority of those who took 
part in the Conference was that behind the usual rhetoric and 
the usual lobbying there really did exist a genuine desire to 
achieve what was recognised to be a common end. That, which 
is something still novel in post-war international affairs, is per- 
haps best expressed by a further quotation from M. Theunis’ 
closing speech : 

“We have worked loyally together to secure economic peace, 
on which, indeed, political peace depends. This Conference is 
an assembly of persons who have been brought into touch with 
realities—always harsh and often disappointing—but with 
realities in which truth, sooner or later, always prevails. Our 
advice and recommendations will in all probability not be followed 
immediately on the scale we would desire. Great movements 
frequently experience many difficulties at the outset. But we 
are convinced that our work is based on true principles, and on 
the determination to ensure to the best of our pe both the 
peace and the prosperity of the world.” 

W. Lestiz Runciman 





Mopet Form FoR STATEMENTS OF INTERNATIONAL BALANCES 


Tue International Chamber of Commerce appointed some little 
time ago a Special Committee to study the transfer problem 
arising out of the international payments involved in German 
Reparations and Inter-Allied Debts. In the course of its inquiries 


1 This included recognition of the reservations made by the U.S.S.R., to 
whom certain only of the general recommendations were held to apply. 





ich 
ied 
\Si- 


 —_— 
~~ 


—_—_ Vw BS eet SS - — @D 








1927] STATEMENTS OF INTERNATIONAL BALANCES 473 


this Committee found itself in difficulties owing to the absence of 
any satisfactory and comparable statements of international 
indebtedness arising out of the current transactions of any period. 
This led to the appointment of a special Sub-Committee, consisting 
of Professor Charles Rist, Vice-Governor of the Bank of France, 
Dr. H. Biicher, Mr. J. M. Keynes, Dr. H. E. Chandler of the 
National Bank of Commerce.in New York, and Professor F. 
Baudhuin, which met in Paris in April 1927 to consider the 
possibility of drawing up a uniform model with a view to a clari- 
fication of the existing confusions. 

Since the Economic and Financial Section of the League of 
Nations had been endeavouring for three years past to collect and 
publish Balance of Trade and Balance of Payment statistics from 
the various Governments of the world, the Committee decided to 
take the League of Nations’ classification as the basis of their 
work. With the assistance of Mr. J. H. Chapman of the Economic 
and Financial Section of the League of Nations, they drew up the 
classification set forth below. 

The main difficulties really arise more in the actual collection 
of statistics than in the accurate classification of them to which 
the Committee’s task was limited. But they felt that it might 
lead to some progress in the statistical departments of the leading 
countries if they had before them a model of the information which 
it is desirable to set forth, subject always to the practical difficulties 
of collecting it. The explicit inclusion of a figure for the 
“unexplained discrepancy ”’ as a balancing item may do something 
to avoid or mitigate the too frequent “ adjustment ”’ of the figures 
to produce a spurious appearance of accuracy of which the actual 
statistics are not capable. 


INTERNATIONAL BALANCE OF PAYMENTS 
CREDITS ARISING FROM : 


I. MERCHANDISE 
1. a. Merchandise, including silver bullion, exported (as per 
trade returns *), not including ships or parcels post. 
Note.—Including fish sold in foreign ports and 
analogous sales of commodities not already included 
in statistics of exports. 
b. Sale of ships. 
c. Parcels post. 


1 Tt ig assumed throughout that colonies and dependencies are not included 
with the mother-country. 
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bo 


. Adjustment for under- or over-valuation of (1) : 

a. to arrive at f.o.b. value; 

b. to convert “‘ official’? values which may relate to a 

prior date, to current ‘‘ market ”’ values; 

c. to correct bias in traders’ declarations, e.g. where there 

is a tariff ; 

d. to include exports (or imports) of commodities under 
Government auspices (e.g. reparation deliveries in 
kind) which do not appear in the regular trade 
returns ; 

. to adjust the statistics to agree with the political 
territory (e.g. mother-country, excluding colonies). 
3. Contraband. 


® 


If. Butiion, SPECIE AND CURRENCY NOTES 


4. Gold bullion and gold specie exported (as per trade 
returns). 

. Specie (other than gold) exported (as per trade returns). 

. Currency notes not elsewhere indicated, exported. 

. Adjustment for under- or over-valuation of (4) and (5) 
in order to arrive at the commercial value f.o.b. 


cr 


I 6 


Ill. Bustness SERvIcES TO FoREIGN COUNTRIES 
A. Transport Services : 

8. Shipping freights,! charter money, passage money and 
similar earnings, received by national ships on account 
of all foreign trade.? 

9. Port receipts from foreign shipping in national ports. 

10. Transport and other charges received for foreign goods 
transhipped or in transit (if not included in Group I, 
Nos. 1 to 8). 
11. Post and telegraph and telephone earnings, not elsewhere 
indicated. 
B. Trading Profits and Brokers’ and Merchanting Commissions : 


12. On exports and re-exports not included in f.o.b. price. 


1 Maritime freight on goods imported in national ships, which is included 
herein and also in Group I of imports (debit side), amounted to approximately 
. .. during the year. Reciprocally for credit side . . . in foreign ships... 
excluded herefrom but included in Group I amounted to approximately .. . 
during the year. 

2 Foreign shipping trade here means all shipping trade other than domestic 
coastal trade. 
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13. On commodities not entering into the country’s imports 
or exports. 
C. Banking and Financial Services : 


14, Acceptance commissions. 

15. Discount on foreign bills. 

16. Commissions on issues of foreign loans. 
17. Profits on Exchange transactions. 

18. Bank interest. 


D. Insurance Services : 


19. Insurance services. 


IV. INTEREST 


20. Interest received on foreign Government and municipal 
loans. 

21. Other interest and dividends received. from . capital 
invested abroad. 


V. Otner CurRENT ITEMS ON PRIVATE ACCOUNT 


A. Immigration and Emigration : 


22. Funds brought in by immigrants and returned emigrants. 
23. Remittances by emigrants. 


B. Tourist receipts : 

24. Receipts from foreign tourists and travellers. 
C. Charitable and Educational Donations from abroad : 

25. Charitable and Educational donations from abroad. 
D. Other Current Items : 


26. Other current items. 


VI. GOVERNMENT TRANSACTIONS 
A. Diplomatic, Consular and other Expenditure in . . 
27. By foreign Governments. 
28. By colonies. 
B. Receipts in respect of Loans paid direct to the Home Govern- 
ment : 
29. By foreign Governments. 
30. By colonies having the same monetary unit. 
31. By colonies with monetary unit different from the mother- 
country. 











476 THE ECONOMIC JOURNAL [SEPT. 


C. Home Government Receipts in respect of Reparations : 

32. Home Government receipts in respect of Reparations. 
D. Other Receipts from abroad by the Home Government : 

33. Other receipts from abroad by the Home Government. 


VII. Capitan TRANSACTIONS 


34. Receipt of payments on account of amortisation of 
foreign Government and municipal loans : 
(a) repayment of bonds at maturity ; 
(b) sinking fund operating for repayment of bonds. 
. Receipt of payments on account of amortisation of other 
loans : 


eo 
or 


(a) same as 34. 
(b) same as 34. 

Note.—Divide 34 and 35 into: (i) colonial, (ii) 
foreign. 

36. Existing domestic securities sold to abroad (excluding if 
possible domestic securities purchased abroad by own 
nationals). 

37. Foreign securities resold abroad. 

38. Export of new domestic securities on account of new 
loans floated abroad. 

39. Domestic real estate sold to foreigners. 

40. Other foreign capital invested in . 


VIII. Batanotne Items 
A. Increase of Current Short-period Indebtedness : 


41. Increased foreign deposits in home banks. 

42. Increased foreign holdings of bills. 

43. Increased commercial debts due to foreign nationals and 
outstanding not included in above. 

B. Unexplained Discrepancy between Total Credits and Total 

Debits : 

44, Unexplained discrepancy between total credits and total 
debits. 


DEBITS ARISING FROM : 
(Headings corresponding in each case to those on the Credits side.) 
J. M. K. 
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Tue Economic Purroszt or INTERNATIONAL 
LABOUR ORGANISATION 


Economists are often apt to consider international labour 
organisation as a foible of the creators of the Treaty of Versailles 
or a sop to internationalist working-class sentiment. Taking its 
source in the doctrine of comparative costs and the advantage of 
the international subdivision of labour, the current of economic 
thought is flowing away from the direction followed by organised 
labour in its international relations. If it be true, say the 
economists, that the condition of labour in any country is 
governed by circumstances peculiar to that country, then the 
condition of labour in competing countries cannot influence 
that in the other. On the contrary, the diverse economic stages 
of development of different countries require that the standard 
of living should vary from country to country. Why, then, 
international labour organisation ? 

Little light is cast upon the subject by the current statements 
of employers’ and workers’ organisations. Employers in an 
industry, when pressed to concede an alleviation in labour 
conditions, often refer to the similar conditions in competing 
industries abroad, and state that improvement cannot be under- 
taken in one country without causing trade to pass to others. 
The labour organisations consequently consider that inequality 
of working conditions exerts a depressing influence on standards 
of labour in the most civilised countries, and have become the 
advocates of the policy of international agreements guaranteeing 
minimum conditions throughout industry. The economist is 
inclined to say, ‘‘ A plague on both your contentions; improve- 
ment of conditions in the better-placed countries has no need to 
wait upon the slow march of progress in weaker competitors, 
while, if the latter have terms forced upon them which their 
economic position does not justify, unemployment and reductions 
of wages in the poorer countries must result.” 

An exception is, however, made by economic theory in the 
case of short-period industrial fluctuations. The general principle 
that international competition benefits all participants ignores 
the economic loss occasioned by temporary fluctuations in inter- 
national competition to industries employing large amounts of 
fixed capital and workers who cannot easily find other employ- 
ment. In such cases international agreement to regulate the 
conditions of labour may save much human suffering during the 
short periods of instability before the economic system returns to 
its normal equilibrium. 
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The general tenor of international labour legislation has not, 
however, been of this temporary nature, but has taken the 
character of a steady pressure by the more progressive countries 
to introduce uniform minimum conditions of working throughout 
the world. Self-interest has raised the cry of ‘“ unfair com- 
petition,” and labour solidarity has tinged the movement for 
international legislation with altruism. But is this economically 
justifiable ? 

The key to the problem may be discovered by an examination 
of the actual legislation concerning conditions of work which 
has been effected by international agreement. Firstly, we may 
note that no international legislation has yet been applied to 
regulate the wages paid in the same industry in different countries. 
On the contrary, the agreements effected between members of 
the League of Nations by the International Labour Organisation 
have always been concerned with those conditions of working 
which are not capable of monetary measurement—such con- 
ditions as hours of labour and still more appropriately hygienic 
rules, which are hardly capable of quantitative measurement at all. 

Now, it is just these qualitative elements of the amenities of 
labour which are least susceptible to alteration and are mainly 
determined by custom. In the case of wage payments, and, to a 
lesser degree, hours of work, scope exists for an approximately 
precise adjustment of working conditions to the economic cir- 
cumstances of an industry; and we may therefore expect that 
as a country’s industrial efficiency increases, so will the wages of 
labour and, less certainly, the hours of working steadily improve 
by comparatively small adjustments. But where the industrial 
character involved is one that does not admit of quantitative 
measurement, such as the use of white lead in paint or the con- 
ditions deemed necessary for cleanliness in bakeries; an alteration 
cannot be of the nature of ‘‘ nicely calculated less or more.’”’ The 
improvement, if it take place at all, will not be a gradual upward 
movement, like the steady increase of a minimum wage, or a 
downward progression, like the constant tendency to decrease the 
maximum permissible hours of labour. Instead, Governments 
will enact the legislation once for all: lead paint may not be 
used, or conditions in bakeries must be of a particular nature. 
Experience teaches that in these cases the opposition encountered 
by reform is largely aided by the difficulty of determining in 
advance what will be the economic result of a change in working 
conditions, and, secondly, by the drag which is exerted upon 
employers who wish to make experimental alterations by the 





10t, 
the 
ries 
out 


for 
lly 





1927] INTERNATIONAL LABOUR ORGANISATION 479 


impossibility of proceeding gradually and checking results at 
different stages. 

It should be noted that this is by no means the case with wage 
payments or even hours of labour. The direct influence of a 
wages charge upon cost of production can be mathematically 
calculated, and, although its precise evaluation may be difficult, 
allowance can be made for the reaction of the worker towards the 
alteration and the corresponding change in his industrial efficiency. 
Moreover, wages changes may be effected gradually and time 
allowed to note the effect. This does not preclude the possibility 
of a conventional and customary element being involved in 
wages rates, nor is it denied that wages tend to “ stick” once 
they reach a particular level. Nevertheless, wages changes do 
occur frequently and are part of the every-day industrial order, 
with the result that in an industrialised country where the workers 
are well organised wages tend to reach the highest levels justified 
by economic circumstances. The mosaic of industrial conrpetition 
and combination is found to be the best pattern. 

Where, however, general conditions of labour are concerned, 
economic forces, although always active, are not the main factor. 
While economic considerations are relevant in such cases, in the 
sense that hours of labour in a particular country at any given 
stage of industrial efficiency, for example, could not be reduced 
below a certain level without inducing undesirable economic 
reactions, yet the particular level of working hours in force might 
well be the result of sheer custom with but little reference to 
economic possibilities. We cannot here say with any high degree 
of probability that economic factors will tend to produce the most 
desirable set of conditions of work in industrial establishments. 

Hence the growth of international labour legislation proceeds 
from two main considerations. Firstly, in cases, including that 
of sweated labour, where the proposed legislation would not lead 
to an increased cost of production, and therefore would not divert 
trade to those countries where conditions remain unaltered, the 
improvement could, and need only, be effected nationally. Owing, 
however, to the difficulty of deciding the extent to which the 
change would affect costs, some employers will tend to throw their 
influence on the side of conservatism, and, in order to remove the 
fears of a diversion of trade, the labour organisations may press 
for the legislation to be applied internationally. 

But even if the proposed improvement of working conditions 
did raise cost of production, the workers, quite apart from their 
widespread belief that wages may be continuously raised without 
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producing adverse economic effects, might prefer that industrial 
progress should express itself in improved hours of work and 
conditions of labour, rather than in wages. In this case, inter- 
national legislation is requisite in order to prevent industry 
migrating to localities where labour conditions are worse and so 
tending to perpetuate these evils. When the choice is between 
the amenities of life and higher wages, which are desirable largely 
because of those amenities which they enable one to purchase, 
the choice must be left to the individual himself—a consideration 
which bore due weight with the last Royal Coal Commission when 
it decided that, if a reduction in labour costs had to be effected 
either by an increase of hours or by a reduction of wages, the 
strong opposition of the miners to the former alternative weighted 
the scale in favour of the latter. 
H. BERGMAN 





PRESENT AND Future GoLtp Export Points 


In a note appearing in the March issue of the Economic 
JouRNAL I have pointed out the changes in the gold points since 
the war, their present instability, and their future prospects. 
The developments of the last few months have amply justified 
the opinion that gold points deserve more attention than has 
hitherto been paid to them. The freight war, which was in 
progress at the time the previous note appeared, has eventually 
resulted in a reduction of the freight rate for gold to New York 
to 3s. per £100, which is 9d. below the rate of 1913. At the same 
time, the rate of interest had, on the whole, a downward tendency, 
so that, while some time ago the export of gold could not have 
been financed under 5 per cent., at present it can be financed at 
4 per cent., and occasionally even below that figure. As a result, 
the gold export point of the dollar exchange advanced to 48517, 
as compared with 4-8488 six months ago, and 4-8506 in 1913.1 


1 The calculation of the pre-war gold point in the note, appearing in the 
March issue, contained an error. The following is the correct calculation :— 








£ & @ 

100,000 fine ounces of gold @ 84s. 114d. . : : : . 424,791 13 4 
Freight @ 3s. 9d. per £100 for £424,800 . ; ‘ ; : 796 10 0O 
Insurance @ 9d. per £100 for £428,000. ‘ ; ; : 160 10 0O 
Interest 4 per cent. on £424,792 for 8 _ : : ; ; 372 8 4 
Boxes and Packing . : : , . 16 0 0 
426,137 1 8 

100,000 fine ounces @ $20.67183  . : : ; ; . $2,067,183 
Incidental charges in New York : ‘ : : . 150 
Net proceeds ; $2,067,033 


£1 = $4.8506 
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Although the freight rate seems to have settled down to 3s. 
in the London—New York relation, it is understood that exceptional 
rates are occasionally quoted in other relations. The uncertainty 
thus created was pointed out by Dr. Vissering at the annual 
shareholders’ meeting of the Netherlands Bank. He stated that, 
while before the war we knew the figure of the gold points, at 
present there are so many known and unknown factors at work 
that it is impossible to know at what rate it becomes profitable 
to withdraw gold. He suggested that the question should be the 
subject of a joint investigation by the central banks. There is, 
indeed, a vast scope for an expert inquiry. Apart from the lack 
of stability of the gold points, and the difficulty of ascertaining 
their exact, or even approximate, figure, the tendency towards 
the contraction of the margin between gold import points and 
gold export points calls in itself for a timely investigation. 

Admittedly, the difference between the present gold points 
and the pre-war gold points is insignificant. In the case of the 
gold export point of the sterling—dollar exchange, it is merely 
4 cent. If we consider, however, that the factors which tend to 
appreciate or depreciate the exchanges beyond their gold points 
are much stronger than before the war, and are likely to remain 
stronger for many years, the simultaneous contraction of the gold 
points, however moderate, assumes particular importance. The 
fluctuation of gold reserves, as a result of arbitrage transactions, 
is likely to cause the central banks much more inconvenience 
than in pre-war days—in addition to the inconvenience caused by 
** special transactions ’’—even if the tendency towards a narrower 
margin between gold points were not to continue. The chances 
are, however, that the present generation will witness a further 
marked contraction of the range in which exchanges can move 
without provoking gold shipments. As was pointed out in the 
previous note, the development of aviation is the principal factor 
which foreshadows radical changes in the gold points. During 
the last few months considerable progress has been made in that 
direction. As a result of the successful attempts to cross the 
Atlantic by aeroplane, the possibility of the establishment of 
regular air service between London and New York, as well as 
other centres, is no longer a fantastic dream, though it may take 
many years before it becomes reality. In South Africa and the 
Belgian Congo aeroplanes are already being used for the transport 
of gold from the mines to the principal towns, and the idea of 
using aeroplanes for transport to Europe is also being considered 
by mining companies, desirous to save interest. The establish- 











482 THE ECONOMIC JOURNAL [SEPT. 


ment of frequent air mail service with India is also a question of 
a few years. 

As far as the London—New York relation is concerned, it 
is believed that a freight rate of 2s. per £100 would be highly 
profitable to the air lines. At the same time, the loss of interest 
would be reduced to about four days instead of eight days. 
Insurance rates would be rather high at the beginning, but, as 
was the case with the transport of gold by air to the continent, they 
would gradually decline to the level of rates for transport by sea 
and rail. On the basis of these assumptions, the gold export 
point would advance, as a result of the establishment of air trans- 
port to New York, to about 4:8562. The margin between mint 
parity and gold export point would become reduced to about 
one-fifth of one per cent. 

It is not without interest to indicate the effect of the antici- 
pated change of gold points upon the rates at which it becomes 
profitable to take gold from the open market to New York. The 
following table compares these rates, in 1913, 1927, and after the 
establishment of air service with New York, on the assumption 
that the rate of interest remains 4 per cent. :— 


Price of gold. Fine oz. 


8s. d. 1913. 1927. 197? 
84 11} : : : 4-8506 4:8517 4-8562 
84 11}... ; : 4-8518 4-8529 4:8574 
84 11 . : : 4-8530 4-8541 4-8586 
84 107. ; ; 4-8542 4:8553 4-8598 
84 10} : ; : 4:8554 4:8565 4:8610 
84 10}... ; : 4-8566 4:8577 4-8622 


It thus appears that, after the establishment of air mail 
service with New York, it will be profitable to buy for America 
the South African gold in the open market at 84s. 10}d. whenever 
the dollar rate declines below 4:86}, against <a at present, and 
4-852 before the war. 

Much has been heard lately about the desirability of reducing 
gold movements by means of the creation of a central gold reserve, 
to and from which transfers may be made, in the place of actual 
gold shipments. A much more practicable method to the same 
end—which, in fact, operates already to a limited extent—is 
that central banks should keep gold deposits with other central 
banks, into which they would accept gold payments, and from 
which they would make gold payments. These palliatives do 
not touch, however, the root of the problem. They merely reduce 
the actual shifting of gold from one country to another, but they 
do not in the least reduce the fluctuation of gold reserves, which, 
after all, is the principal evil. The expenses of gold shipments 
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may be superfluous, but they are paid out of profits on every 
occasion, so that they do no harm to any interest concerned. 
The central banks themselves benefit by them, as their selling 
price is higher than their buying price. The problem is not to 
eliminate this uneconomic but insignificant expenditure, but to 
moderate the changes in gold reserves, so as to protect the money 
market against violent fluctuations. It will be, however, difficult 
to find a solution without interfering with the automatic working 
of the gold standard. 
PavL Erzia 





OFFICIAL PAPERS 


The Agricultural Output of England and Wales, 1925. (Cmd. 
2815. Stationery Office, 1927. 3s. 6d.) 


AGRICULTURE, in common with many other industries of this 
country, has suffered from official inability to implement at 
regular intervals the Census of Production Act of 1906. In 
1908 the first attempt was made, and a sixty-two page publication 
appeared, in which compass the agriculture of the whole of Great 
Britain was reviewed; the 1913 inquiry, owing to the War, was 
virtually abandoned; now there has appeared a volume of one 
hundred and fifty-two pages, but covering, unfortunately, only 
England and Wales. Such a crude statistical comparison, how- 
ever, fails to do justice to the scope of the 1925 undertaking, for, 
in quality as well as in quantity, it provides at long last a rich 
mine of information for those interested financially, socially or 
merely academically in what is still the largest industry of the 
former United Kingdom. To what extent this happy consum- 
mation is attributable to the incessant, and often impossible, 
demands of politicians it is not necessary to inquire; doubtless 
certain data were added to appease those whose pre-determined 
views would in no event be modified by the results of any 
official investigation. The 1908 Report was a colourless statistical 
compilation; the 1925 Report is a living commentary in which the 
letterpress dominates the tables, and it covers, too, a far larger 
field than its title implies, for the agents of production—human, 
mechanical, physical and financial—are fully analysed, and price 
movements during the last two generations scrutinised. 

British agriculture has been suffering recently almost as much 
from the attention of its friends as from that of its enemies; both 
have taken the opportunity afforded by the period of depression 
—certainly less severe than at least two precursors in the last 
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century—to make the wildest statements about its condition, 
and neither party has refrained from putting forward the most 
drastic and uncalled-for proposals for its rehabilitation. No 
better corrective than a perusal of the present Report can be 
conceived. Those who freely state that the industry is declining 
in output can be referred to Chapter VI, where they will find 
clear evidence that the value of the latter was, in 1925, the 
necessary adjustments having been effected, exactly equal to that 
recorded in 1908. The fact that arable land represented 41-0 per 
cent. of the cultivated area in 1911-15, and 41-5 per cent. in 1925 
should restore a sense of proportion to those who, by harping upon 
“the constantly diminishing area under the plough,” proclaim 
their inability to distinguish between relative and actual move- 
ments. Writers, who, forgetful of the broad results of the 1921 
Census, expiate on the “ rural exodus,”’ might with advantage note 
that recent occupational statistics do not support their contention, 
for 1925 witnessed an increase of 31,000 in the number of workers 
employed over the corresponding figure for 1923. Turning from 
these popular misconceptions, the refutation of which would 
alone have justified the compilation of the volume, serious 
students of rural economy will, on almost every page, discover 
material, hitherto unavailable, emerging in slightly unexpected 
form. For example, Chapter X contains a full synopsis of the 
rental and gross value per acre of farm-land, separated both 
geographically and according to size-groups and types of practice. 
Here, while the general tendencies revealed are normal, e.g. 
grass-land almost invariably commands higher rents than arable, 
and both decline as the unit of area is enlarged, the actual figures 
themselves are frequently arresting. Thus, 62s. per acre as 
the average rent of all holdings of from 1 acre to 5 acres in extent 
(coupled with a capital value of £60) is unexpectedly high when 
viewed in conjunction with the policy of reduction imposed upon 
large classes of landowners such as County Councils and other 
public bodies. Again, the difference between the over-all figure 
of 26s. per acre for “‘ mainly arable” and 36s. for ‘“ mainly 
pasture ’’ holdings forms a large gap, even if recent price move- 
ments of certain commodities are borne in mind; the fact that 
the south-western counties command the highest rents for 
holdings up to 50-100 acres, after which point the north-west 
district assumes the lead to 300 acres, and the northern is supreme 
above 500 acres, is explainable by a combination of circumstances 
which are not at first glance obvious. The capital value of all 
agricultural land and buildings—in England and Wales only, 
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it must be remembered—is given as £815,000,000, nearly 30 per 
cent. below the corresponding estimate upon which an unofficial 
scheme for State purchase was recently based. Tenants’ Capital 
(Live and Dead Stock and Tenant-right Valuation) adds 
£365,000,000, and thus represents rather less than the usually 
accepted one-third of what is a truly formidable total. 

The very difficult problem associated with the number of 
persons respectively engaged and employed in agriculture at 
different periods is fully treated, and the discrepancies between 
the industrial Tables accompanying the Population Census, and 
the independent inquiries conducted at certain times by the 
Ministry, are elucidated. In few occupations is the definition 
of employer and employee (including in that term the former’s 
relatives and dependents), or of permanent and temporary worker, 
so hard to assign, and the ancillary and border-line occupations 
so numerous. The grand total of 1,100,241 persons engaged and 
employed in English and Welsh agriculture and~ horticulture 
formed, in 1925, the second largest aggregate of persons associated 
with any industry, and, if corresponding figures were available 
for both Scotland and Ireland, the still predominant position of 
agriculture in these Islands would be strikingly emphasised. The 
long-standing difficulty of correlating numbers of “ farms ”’ with 
those of ‘‘ farmers” is adequately explained, and satisfactory 
grounds are adduced for acceptance of a figure of 301,000 for the 
latter, as against 410,000 for the former. None but those ignorant 
of the elements of rural economy will be surprised at the detailed 
statistics of density of employment, but, doubtless, many readers 
will continue to advocate blindly the policy of a ‘“‘ denser settle- 
ment on the land,” regardless of the economic factors involved, 
and in this connection may fail to appreciate the relevance of the 
Tables showing the quantity of machinery now utilised in farming 
operations. 

It is not necessary to discuss in detail the analysis of output, 
which is convincingly demonstrated merely to have been modified 
in character, and accordingly affords vindication of both the 
ability and the adaptability of English farmers, but page after 
page conveys an implied warning that neither acreage alone nor 
crude numbers of livestock is a reliable criterion as to actual or 
potential food supplies. Declining areas under orchards are 
revealed to be producing, by modern systems of management, 
heavier gross yields; and the same is true where market gardens 
supersede farms, with concurrent modifications both in type of 


product and rate of yield. Conversely, there is clear evidence 
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that the present-day larger herds, by reason of smaller weights 
and earlier age at slaughter, give a reduced quantity of meat, 
albeit a quicker return to their owners. 

Perhaps the most contentious question tackled is the notorious 
one concerning the use to which the soil of the country is being 
put. Here we are carried little further, for those politicians who 
were most insistent in their demands for its elucidation have 
considered themselves deliberately burked by the negative 
character of the results, and agriculturists and statisticians, who, 
in their respective spheres, saw the impossibility of the task, have 
been vindicated. The truth is that none can define with accuracy 
such terms as “‘ agriculture ” and ‘“‘ waste land,” or “ productive ”’ 
and ‘‘ under-farmed.’’ What is passable practice in one area at 
a given time may elsewhere, or in altered circumstances, form 
reprehensible neglect. Seasonal variations may entail temporary 
abandonment of tillage or grazing, economic depression can 
simultaneously reduce the standard of cultivation over wide 
areas and definitely place marginal land on the wrong side of the 
line. All that can be said at the present juncture is that there is 
an extremely small acreage of land that is wnaccounted for, and 
it might be added, in parentheses, that wanton under-cultivation 
is certainly not widespread. In this connection a really serious 
matter, viz. the growing loss of agricultural land, is apt to be 
ignored. Many thousands of acres—from the nature of the case, 
frequently of the most productive character—are taken each year 
for housing and other social and industrial requirements, and if the 
agriculturists’ loss of raw material is offset by the land-owners’ 
financial gain, the supply of home-produced foodstuffs is certainly 
thereby modified in character, if not actually curtailed in quantity. 
As this is regarded, nationally, as a highly desirable movement, 
it will doubtless continue indefinitely, State-aided and fostered 
by modern systems of transport which facilitate the widespread 
dispersion of population; but criticism of agriculturists for the 
use they make of the land should be tempered with knowledge 
regarding the uncertainty of their tenure of what are frequently 
to them the most economically valuable portions of it. 

For many years past, certain readers—too few in number, it 
is feared—have been accustomed annually to welcome the 
admirable summaries prefacing the official ‘ Agricultural 
Statistics.’”” Anonymity is the rule in such publications, but as 
the name of Mr. R. J. Thompson, Assistant Secretary to the 
Ministry, who is responsible for their preparation is also appended 
to the introduction of the present Report, it seems legitimate to 
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offer him personally, as well as his staff, hearty congratulations 
upon carrying through so skillfully an enormous piece of work 
and, withal, presenting its results so attractively and clearly. 
Only those who have been, or are, engaged in extracting and 
handling economic and statistical data relating to this particular 
industry can have any conception of the difficulties which have 
been overcome. Perhaps the best compliment to pay them 
is to say that their product is worthy to rank with the Reports 
of many Royal Commissions, and it possesses, moreover, one 
advantage over those inquiries, in that, based upon an extension 
of the annual schedules, it was carried through by means of the 
regular personnel, headquarters and local, of the Department, 
and has, therefore, cost the taxpayer a very small sum. It is 
to be hoped that a large proportion of both urban and rural 
representatives of that body will peruse its contents, as it forms 
the best means for the townsman to acquire, not an impossible 
*‘ rural bias,’ but, what is far better, an unbiased outlook, and at 
the same time it encourages the countryman to hold his head a 
little higher—pursuits equally commendable in both sections of 


our population. 
J. A. VENN. 





Report of Grain Futures Administration. (U.S. Department of 
Agriculture, Washington, No. 1479 D.) 


EUROPEAN criticism of the Chicago wheat pit as a grain market 
given over to a disproportionate amount of price manipulation is 
candidly confirmed by an interesting official report just issued by 
the United States Department of Agriculture. 

The report coyers an investigation made by the Chief of the 
Grain Futures Administration and the Assistant Market Specialist. 
The Grain Futures Administration is a departmental bureau 
established in 1922 to investigate, among other things, complaints 
against the various grain exchanges. The report discloses the 
fact that “ the eight largest speculators ”’ on the Chicago Board of 
Trade controlled at will the prices of ‘‘ May wheat futures ” in 
1926, that is, the price of May wheat for future or forward delivery. 
The “eight ’’ were too wise to attempt a “corner,” but they 
manipulated the price with ease, regardless, apparently, of any 
possible intervention from Winnipeg, Liverpool or the Continental 
corn exchanges. After setting forth their findings at some length, 
the two investigators unite in declaring that ‘“‘ effective limitations 
upon the operations of large speculators”? must be placed, 
preferably by the Exchange itself, “ if the futures market is to best 
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serve . . . in the process of moving grain from the farm to the 
consumers of this and other countries.” 

As a matter of fact, this is the Department’s second warning 
to the Chicago grain market, a similar though somewhat milder 
report having been issued last year covering the manipulation of 
May wheat futures in 1925. A third offence might easily result 
in Congressional legislation; a committee of Congress has visited 
Chicago and taken testimony regarding the methods of the 
famous wheat pit. The two experts, however, urge the Exchange 
voluntarily to set its house in order by (a) definitely limiting the 
number of millions of bushels of grain for future delivery which a 
broker would be allowed to swing in a given day, and (b) by 
limiting artificially the daily range of prices for forward delivery. 
This sounds like attempting the impossible, but in reality, owing 
to the technical and conventional (not to say artificial) character 
of the futures market, such a restriction would not, it appears, 
prove as difficult as it sounds. 

To European consumers the report will be significant chiefly if 
it leads to a regime of less violent fluctuations in the price of North 
and South American wheat en route to the consumer. But to the 
student the report should prove of interest for three reasons : 

First, it breaks new ground in the analysis of market prices. 
By the systematic examination of several hundred miles of “ ticker 
tape ’’ revealing the amount of sales minute by minute and hour 
by hour, as well as the price fluctuations, together with a study 
of the “ floor books ”’ or ‘‘ trading books ”’ of the brokers in the 
wheat market, the investigators were able to trace a close 
parallelism between the price fluctuations and what might be 
called the ‘‘ personal equation ”’ as reflected in the net trading 
position of the eight biggest operators on the one hand, and the 
small fry on the other. This is a method with interesting possi- 
bilities. European consumers of tin, for example, who frequently 
complain that tin for forward delivery is unduly influenced by 
the large-scale operations of a well-known London dealer, could 
by this method (given the proper facilities) put their convictions 
to the test. 

Second, dissociating itself from the familiar popular denuncia- 
tions of the wheat market as a place given over wholly to specula- 
tion, the report discriminates carefully between (a) the “ higgling 
of the market ”’ as affecting the price of grain for immediate 
delivery when a fairly definite visible supply is pitted against an 
accurately gauged demand, and (b) the price in the futures market 
where the supply of opinions as to the probable tendency of the 
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price of wheat is practically unlimited. It is at this point, the 
report points out, that the present technique of the grain exchange 
proves inadequate. 

Third, exploding a popular view, the investigators found that 
it was not the mere volume of trading which affected prices so 
much as it was the manner in which futures were bought and sold. 

The report reads in part as follows : 

*“* When the trading of the eight largest speculators in the 1926 
May wheat futures on the Chicago Board of Trade is compared 
with the daily price changes, the one is found to correspond 
closely to the other. This is true whether the comparison is 
made within the trading day, from one trading day to the next, 
or over a period. The larger the net trading, or the net position, 
of the large speculators, the more direct the influence on prices. 
On some days the large speculators do not change their position 
while the price moves up and down. On the days on which they 
do change their position, some are changes to an unusual extent 
and immediately affect the price, while others are small and show 
no resultant effect... . It is the manner in which sales or 
purchases are made, rather than their mere volume, which vitally 
affects the course of prices. Our graphs show that there is a vital 
difference between a purchase or sale of 5,000,000 bushels made by 
several hundred small traders sending in orders intermittently to 
be executed ‘ at the market,’ and the purchase or sale of an equal 
amount by one or two traders closely directing the manner in 
which their orders are executed and noting their effect upon the 
price... . : 

“The supply of a particular grain future which may be 
offered on the market at any moment, without any possible way 
of predicting it, is practically unlimited. There is no direct 
relationship whatever, other than for a short period during the 
current delivery month, between the supply of actual grain 
available for the market and the supply of grain futures which may 
be sold. Likewise there is no direct relationship between the 
demand for actual grain and the volume of buying which may at 
any time enter the futures market. In this respect the buying 
and selling of futures differs, in degree at least, from the purchase 
and sale of actual grain. In the latter case the total supply is 
limited by the actual stock multiplied by the rapidity of turnover ; 
in grain futures the stock may be any amount and the rapidity of 
turnover very high. 

“Tt is because of this lack of any natural limit to futures 
trading growing out of the needs of commerce in the merchandising 
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of any given crop that it is subject so often to abuse. Our infor- 
mation shows that the futures price moves up and down with the 
net positions of a few leading speculators. The reason why the 
price so moves is that large amounts are bought and sold at a 
single time followed by additional large units. There is apparently 
no limit to the volume of buying or to the volume of selling in 
futures, and as the result, market resistance or support promptly 
weakens. 

“The remedy for this condition has already been suggested 
in an earlier report of the Grain Futures Administration on 
‘ Fluctuations in Wheat Futures.’ Some limitation on the lines, 
long or short,1 and upon the extent to which an individual 
speculator may buy or sell within the limits of a trading day is 
necessary. In addition, it seems advisable to place some 
limitation upon the extent to which prices of grain futures may 
fluctuate within a single day. These conclusions are based on the 
assumption (1) that the grain trade and the farmers desire a 
greater degree of price stability than now exists, and (2) that 
supply and demand factors growing out of actual grain conditions 
should have a relatively larger, and futures trading of itself a 
relatively lesser, importance in determining grain prices. 

“ Such limitations . . . are no doubt artificial, but in dealing 
with artificial, and, in a sense, unnatural, attempts to move 
prices out of their normal course we may be justified in using more 
or less arbitrary means to keep them within the reasonable bounds 
of natural movement as governed by the legitimate forces of 
supply and demand. 

“‘ Both of these are problems which should be solved by the 
grain exchanges themselves. . . . It is evident that immense trading 
operations obviously designed to influence prices, and especially 
operations which involve heavy swings from one side’ of the market 
to the other, have neither economic nor moral justification. 

“Tt seems equally true that a futures market in which an 
individual trader may buy or sell within a single trading day a 
quantity equivalent to 10 per cent. or 12 per cent. of the total 
trading for the day in the dominant future is not a market based 
on the supply of, or the demand for, actual grain.” 

This report may prove to be something of a landmark in the 
slow evolution of what is at present the world’s principal wheat 
market. Already the wheat market in Winnipeg, the venerable 


1 Tn the jargon of the wheat pit, a “‘ line ’’ is the net total of the speculator’s 
commitments at the end of the day—“ long ”’ if, on the whole, he is buying wheat 
futures, ‘‘ short ”’ if he is selling. 
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Produce Exchange in New York and the Corn Exchange in Liver- 
pool dispute with Chicago the business of operations in futures. 
The day is past when a Levi Z. Leiter or a Hutchinson in Chicago 
can attempt a “‘ corner ”’ in wheat with any hope of success. The 
task remaining, as this report suggests, is to make it impossible 
for any group of speculators to rock the market by the ¢ :ormous 
impact of their massed “ opinions ”’ as to the future price of wheat. 
C. T. HaLiinan 





Co-operative Industrial Research ; an Account of the Work of 
Research Associations under the Government Scheme. (Depart- 
ment of Scientific and Industrial Research. Stationery Office. 
1927. 9d.) 


“THe Government Scheme for Industrial Research” was 
issued in 1918, when a fund of a million sterling was placed at 
the disposal of the Department, in order to assist manufacturers 
who were to be themselves responsible for organising and directing 
the conduct of researches. When a Research Association has 
been formed in any industry, in the form of a Research Company 
limited by guarantee and working without dividends, the Depart- 
ment contributes, within prescribed limits of income, pound for 
pound of what is contributed by the industry. The results are 
the property of the Association, but the Department, in consulta- 
tion with the Association, has the right to communicate them 
to other industries for their use on suitable terms. Of 26 
Associations thus formed, 22 have now been in existence for more 
than five years. The list is a very representative one, but the 
degree of support varies greatly; for example, in the woollen 
and worsted industry about one-third of the firms, representing 
two-thirds of the capital, support the Association ; in the scientific 
instrument industry, in cotton, and in some branches of the 
electrical industry, the percentage is on either basis very high. 
But on the whole “ the movement has not yet secured, in the 
majority of cases, either the degree or range of support that will 
enable it to become the powerful factor in the restoration of 
industrial prosperity which it might and ought to be.” The 
advantages offered to individual firms by membership are so 
important (since they may not only participate in the results of 
general investigations, but may also ask for a particular research 
for their sole benefit to be undertaken at cost price) that a wide 
circulation of this Report is most desirable. 

Many striking instances are given of the nature of the research 
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carried out. Thus, it is in the interests of economy that insulated 
cables should carry their maximum load of current, since the 
cost of cables represents from one-third to a half of the total 
cost of electrical generating plant. But as insulation fails after 
a certain temperature, it was important to investigate the question 
of safe loading under different conditions of soil and methods. 
These are now known under most conditions; and the improved 
value of existing cables, through safe use of capacity, is estimated 
at four millions, with a saving of £300,000 per annum in respect 
of new purchases. 

The Report points out that co-operation has in this way not 
only been extended over a particular industry, but has also 
included allied industries, so that the points of view of producers 
and users may alike be represented. Again, a field is being 
created for employment of trained scientists in industry, leading 
to positions of responsibility such as to make a high scientific 
training with this purpose worth while; this has been one of 
the great desiderata from the side of technical education. 

Economists will see, in the account given, a method not only 
of great technical value to industry, but also a growth of those 
relations between producers still competitive which are “ rational,” 
and which have a place in the whole modern problem of association 
and combination. Either a balance of competitive forces, or the 
serious issue of monopolist development. There is here a con- 
tribution to the side of balance. 





Statistical Abstract for the United Kingdom, for each of the Fifteen 
Years from 1911 to 1925. (Cmd. 2849. 6s.) 


THE seventieth Abstract includes new Tables on climate; 
population (natural increase and net loss by migfation); birth- 
places of the population, vital statistics; insurance and pensions ; 
trade unions, strikes, wages; numbers employed in industry; 
banking, currency, finance; agricultural holdings, etc. The 
form of a number of other Tables has been revised. 





Report of the Ministry of Labour for the Year 1926. (Cmd. 2856. 
2s. 6d.) 


THE administrative record of the Ministry relates to its 
functions in respect of Industrial Relations (Conciliation and 
Arbitration); Employment (Exchanges, Assisted Oversea Settle- 
ment, etc.); Unemployment Insurance (including Special 
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Schemes) ; Choice of Employment, and Employment of Juveniles ; 
the Trade Boards Acts; Statistics; and International Labour 
Questions. There are very full statistical Appendices. 





Report of the Committee on the Disinterested M anagement of Public- 
houses. (Cmd. 2862. 6d.) 


Tuts Committee was appointed in 1925, with Lord South- 
borough as chairman. The main systems reviewed are the 
Public-house Trust Companies and Associations, and State 
Management. As regards the former, the total capital employed 
is estimated at two millions; its main field is the management 
of country hotels and inns; the movement “ cannot be said to 
have touched the problem of the town public-house.”’ Its exten- 
sion is also hampered by the high capital cost of acquisition, since 
90 per cent. of existing licences are tied to brewers, a tie which 
gives them a high selling value. Within its sphere, the system 
has done valuable pioneer work. The largest part of the Report 
deals with State management in a few areas where this system 
was established during the war and continued afterwards, notably 
the Carlisle area. Certain general advantages are noted which 
depend on the fact of monopoly and single control. ‘The number 
of houses has been reduced by 50 per cent., their quality improved, 
and their scope extended to other functions than the supply of 
liquor; but it is not established that there has been any special 
reduction of consumption of drink in these areas. It is not 
proposed either to terminate or to extend this experiment. On 
the wider question of the ‘‘ improved public-house,”’ a matter 
lying mainly in the hands of brewers, the Committee is sym- 
pathetic to improvements and enlargement of premises, but is 
unable to suggest any legislative methods, and the matter is 
left in the hands of licensing justices. 





Report of the Great Marlborough Street Advisory Committee for 
Juvenile Employment, for the Year 1926. (Stationery Office. 
14 pp. 6d.) 


Tuts Committee, appointed by the Minister of Labour in 
1924, reports considerable progress. Its activities ‘‘ are centred 
chiefly in co-operation with employers, and the placing of boys 
and girls from the areas of other Juvenile Advisory Committees 
and Juvenile Employment Bureaux.” The Committee also gave 
assistance to a number of outside bodies in the placing of special 
cases. Out of about 11,000 vacancies over 8000 were filled. 
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Details of much interest are given as regards co-operation with 
schools, visits to employers, the supervision and after-care of 
boys and girls, the progress made after appointment, and the 
type of applicant sought by employers. 





Report of the Inspection Committee of Trustee Savings Banks for 
the Year ended 20th November, 1926. (Stationery Office. 
1927. 4d.) 

Tue figures show increases in Funds since 1891 of about 
double, thirty-fold, and eight-fold, in the Departments of cash, 
stock, and special investments, and of 55 per cent. in the number 
of depositors. 





Guide to Current Official Statistics of the United Kingdom, Vol. Five, 
1926. Issued by the Permanent Consultative Committee on 
Official Statistics. (Stationery Office, 1927. 1s.) 


Inctup1ne full explanations for its use, this publication 
enables the investigator to find his way among sources of infor- 
mation on any subject of inquiry. 





Polish Economic Conditions in 1926. Published by the Ministry 
of Finance. (Warsaw, 1927.) 
“PoLAND made in 1926 good headway in the direction of 
economic progress.” The stabilisation of the zloty was accom- 
plished, and a lasting equilibrium of the Budget was secured. 





Economic Status and Health. Public Health Bulletin, No. 165. 
(Washington, 1927.) 

AN examination of morbidity and mortality rates from all 
causes in different economic classes; of adult mortality by age 
and cause, child morbidity and mortality, and infant mortality, 
according to economic s*2tus. The review includes an examina- 
tion of the data for Enygiand and Wales, and other European 
countries. 





Memorandum sur les problémes économiques de l'Europe centrale. 
Rédigé sur mandat du Congrés économique de l Europe centrale 
pour la Conférence économique internationale, par E. Hantos. 
(Vienna, 1927. Pp. 32.) 


Tis Report is based on two conferences, one in September 
1925 dealing with the general economic problems of Central Europe, 
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and one in October 1926 dealing specially with transport. Re- 
solutions were adopted drawing attention to the complex economic 
conditions created by new national administrations, as regards 
trade, finance and communications, and these were submitted to 
the Geneva Conference. M.Hantossupplementsthese Resolutions 
by an account of the conditions existing, and discusses the problem 
of rapprochement in its chief aspects. 





Twenty-sixth Financial and Economic Annual of Japan, 1926. 
(Government Printing Office, Tokyo. 2 yen.) 
Statistics of Finance, Agriculture, Industry and Commerce, 
Foreign Trade, Banking, and Communications. With diagrams 
and introductory Tables. 





Ia Suisse économique et sociale. Premiére partie: Exposé 
historique et systématique. Deuxiéme partie: Texte des 
lois et ordonnances. (Département Fédéral de |’Economie 
publique. 2 vols. 1926-7. Pp. 854 + 1103.) 





OBITUARY 


JOSEPH SHIELD NICHOLSON 


By the death of Professor Nicholson, Scotland has lost an 
outstanding economist and the study of the subject is the poorer. 
He held the Chair of Political Economy and Mercantile Law at 
Edinburgh for the long period of forty-five years (1880-1925), 
and there were few questions during these eventful years, in 
which economic principle was involved, which he did not treat 
with force and insight, either in brochures or in articles which 
appeared in journals as diverse as T'he Journal of the Statistical 
Society and The Scotsman. In fact this was the secret of 
a part of Nicholson’s influence. He felt that, in addition to the 
economist by profession, an appeal should be made to the ordinary 
citizen, and he had the faculty of lucidity of writing, which enabled 
him te expound recondite economic problems in a manner which 
appealed to any one who had an interest in the subject discussed. 
An excellent example of this is to be found in his papers on 
monetary problems arising out of the Bimetallic controversy, 
which were reprinted in his book on Money and Monetary Problems 
as far back as 1888. 

What is particularly impressive in Nicholson is his many- 
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sidedness. From Edinburgh he went to Cambridge, where he 
was a scholar at Trinity in the early years when Marshall was 
teaching Economics, and from Cambridge to Heidelberg. In the 
seventies of last century he was in touch with German writers 
on the subject, while he learnt at Cambridge a capacity for exact 
methods of thinking. As a background to this there was some- 
thing traditionally Scottish, which may perhaps be expressed by 
saying that whatever is clearly analysed and thought out can be 
clearly expressed. Nicholson’s veneration for Adam Smith is 
a clear proof of this, and it was in every sense a labour of love to 
him to edit The Wealth of Nations, his edition of which appeared 
in 1884. In addition there was something which was peculiarly 
Nicholson’s own. He had a most highly developed artistic 
sense, which made him kin to the great period of Italian Literature 
and Art. And thus he found time to write two books on Ariosto. 
Then, too, as his economic writings show, he had an impulse 
towards definitely creative work which economic investigation 
could not wholly satisfy, which is the explanation of three 
romances which he wrote between 1888 and 1890. 

Apart altogether from these varied endowments of mind, 
Nicholson had a quiet force of character which contributed in no 
small measure to the influence he wielded in the somewhat 
exacting position of a Scottish Professor. He belonged to the 
old school of Scottish professor who spent himself freely on his 
students during the winter, not only giving lectures carefully 
prepared and finished in form, but also stimulating and cultivating 
the enthusiasm of his classes for the subject. He then had the 
period from April to September for his own work, being almost 
the last of the Scottish professoriate to continue the practice of 
strenuous winter teaching of the old style. It is difficult now to 
realise that for almost a generation he was the sole-independent 
representative of Political Economy in the Scottish Universities, 
since during this period in the others the subject was still included 
within the domain of Moral Philosophy. Thus Nicholson felt 
that he had a great province and a large responsibility, and he 
was able to make the study a real and a living one in the north 
by a happy combination of his natural gifts and by strenuous 
industry. His Chair at Edinburgh was a source of inspiration 
to a long line of students, many of whom, in their turn, have served 
scholarship and the country well. By his numerous writings 
Nicholson may be said to have cultivated Political Economy 
both extensively and intensively—in the latter method by works 
intended mainly for serious students, and in the former by articles 
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and lectures for the general public. Besides, on a number of 
occasions he addressed the Edinburgh Chamber of Commerce 
in order to present the Directors with the considered judgment 
of an Economist upon a particular urgent problem which was 
before them. 

If one bears in mind this conception of his office, it gives a 
unity to a great mass of publications extending over more than 
forty years. After an early essay on Machinery and Wages (1878), 
he made a special study of Agriculture, which resulted in Tenants’ 
Gain, not Landlords’ Loss in 1883 (a subject to which he returned 
from a different standpoint twenty years later). Then for a time 
he was immersed in monetary problems. Feeling the want of a 
text-book for his classes, he began to consider the writing of 
one. By 1893 the first volume of his Principles appeared, which 
was followed by a second in 1897. This carried the treatment of 
the subject to the end of the study of foreign trade, and four years 
later there followed a final volume treating of ‘‘ Economic 
Progress,” which involved a large historical investigation, carried 
out not only from British sources, but also treated comparatively 
by reference to continental conditions as well. Wor< on The 
Principles occupied him from about 1890 to 1901, during which 
interval he published nothing else of importance except Strikes 
and Social Problems (1896). The publication of the third volume 
of The Principles was followed by a short breathing space before 
a new series of questions arose, which as appears to us inaugurated 
something of the nature of a new epoch. A tract on The Tariff 
Question was issued in 1903, followed by a History of the English 
Corn Laws in the following year. A Project of Empire, though it 
was not published till 1909, belongs to the same controversy. 
Between 1903 and 1909 he returned to agricultural questions, 
dealing with rating and rural depopulation (1905 and 1906). The 
war aroused his patriotic spirit, and he wrote on successive phases 
of the struggle: The Neutrality of the United States (1915), War 
Finance (1918)—which was a reprint of a large number of articles 
which had appeared during the war-years—Jn/flation (1919) and 
The Revival of Marxism (1920). 

Nicholson’s life and work may perhaps be best described as 
that of a lineal successor to Adam Smith, and if one desires to be 
more precise, it is necessary to add Adam Smith as Nicholson 
conceived him—‘‘ a man who, instead of being cosmopolitan, was 
intensely nationalist, or rather Imperialist” (War Finance, 
2nd ed., p. 416; cf, A Project of Empire). Throughout Nicholson’s 
writings there is a deep under-current of a sense of duty, of 
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patriotism and of love of his fellow-men, leading up to the remark- 
able final chapter of his Principles, the drift of which is that the 
ultimate end of the economic life is “‘ to elevate and purify the 
soul.” This is, as has been said, the under-current of his writings, 
and whoever misses it, even in the more controversial passages, 
has failed to realise the message Nicholson had to deliver. 

Like Adam Smith, Nicholson laid stress on the broad human 
aspects of the subject, yet without allowing his keen sympathy 
to deflect him in the least degree from the universality which a 
truly scientific attitude demands. It is true—again like Adam 
Smith—he often condemns abuses sternly, and not infrequently 
with biting satire, but it is as one sorrowing over the perverse 
mistakes of imperfect men. He delighted in a large canvas and 
he drew inspiration from many sources. Philosophy, law, 
history and statistics were each used in turn to supply links in 
the general argument, which became more and more impressive 
in its cumulative effect. 

Long experience of teaching, directed by his strong artistic 
sense, made it necessary for him to find the best possible expres- 
sion of his thought. His sense of literary form resulted in 
pellucid exposition, which carries his reader on from stage to stage 
in the investigation, which is brightened by apt illustration and 
happy allusions. As a result the way is sometimes made almost 
too easy for all but the most careful readers. The delightful 
form of the writing charms so much that there is a danger of 
missing the long, laborious processes of thought by which the final 
conclusion is reached. Nicholson was a master of concentration. 
Here he differed from Adam Smith, and behind the difference there 
was a methodological theory, which may thus be summarised. 
Nicholson held that in the time of Adam Smith, when the study of 
economic conditions was being undertaken in a new spirit and on 
a larger plan than ever before, it was incumbent on the writer not 
only to collect data from every available source, but also to 
expound his results from many different lines of approach, so as 
to ensure that some one or more of these would find a response in 
the mind of every reader. On the other hand, when, more than a 
century later, the subject had been systematised, it should be 
possible to proceed more directly. This theory or point of view 
resulted in condensation which, owing to Nicholson’s gift of style, 
was expressed in the happiest form. For the reader whose mind 
was en rapport with that of the author, the result was extra- 
ordinarily stimulating. It was possible for the former to supply 
the steps in the argument, which were treated allusively, rather 
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than in detail. Contrariwise to a different type of mind, there 
would be continual questions as to parts of the discussion which 
seem not to be fully explained, or aspects of the subject under 
investigation which appear to be no more than touched on. It 
might almost be said there were two Nicholsons. Besides the 
author of The Principles there was the Professor in his study, 
smoking one cheroot after another, and discussing some economic 
question. Then he went on from point to point slowly and with a 
painstaking analysis of even the most minute details, so that an 
apparently simple investigation tended to become exceedingly 
protracted. In this respect he differed from a writer in another 
field—Bernard Bosanquet. Both had the power of expressing 
themselves briefly and well in their books. In conversation 
Bosanquet had the same clear-cut, exact and concise form of 
expression: Nicholson gave in detail, slowly and even laboriously, 
the various steps of his analysis, which were usually rather 
indicated than fully recorded in his writings. It is for this reason 
that there was vastly more in his conversation and in his teaching 
than can be found in his books except by those who bring a 
highly developed interpretative faculty to the reading of them. 
On the other side, in the books one feels that out of many ways of 
expressing a particular thought, invariably the best has been 
selected. Like an oriental-cut diamond, a re-cutting under the 
best modern methods gives new facets and greater brilliancy, but 
a material part of the original disappears in the process. 

The economic writings of Nicholson may be divided into two 
main periods, the first of which ended with the completion of his 
Principles in 1901. Like the other British economists in the last 
third of the century, he was under the impulse of the Classical 
School. At the same time, he felt the influence of the movement 
which was making for a new development. ‘Though he used the 
mathematical method—as, for instance, in his Essays ‘‘ On the 
Variations in the Value of the Monetary Standard ”’ (1887) and 
‘““ The Causes of Movements in General Prices” (1888)—he felt 
that there was a serious danger of its being elaborated to an extent 
which precluded verification. A not dissimilar view to that, 
which had been stated by Nicholson in 1893, was borne in 
upon some of his contemporaries later (cf. this JourNnat, Vol. 
XXXVI, p. 150). The new spirit showed itself in Nicholson in 
the desire for a further appeal to fact, partly quantitatively 
through statistics, partly in the order of time through the inter- 
weaving of historical investigation with the interpretation of it. 
Thus he wrote in the first volume of his Principles, ‘‘ The attention 
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which has recently been bestowed upon economic history, as will 
be shown by numerous examples in the course of this work, has 
led to important modifications of previously accepted theories ”’ 
(pp. 19-20). This combination of analysis and history was 
fruitful and suggestive as employed by Nicholson, for he always 
bore in mind his own canon of historical criticism as to the danger 
of accumulating facts without a rational system for the 
classification of them. 

Another characteristic of this work which he mentions from 
time to time and which was ever before his mind was the need for 
proportion. It is to this, perhaps, more than anything else, 
that we owe the Principles as a rounded whole—perhaps the last 
of the stately ‘‘ three-deckers.”’ 

Then, too, there is the humanism of the whole. Nicholson 
was not only wider in his scope than J. 8. Mill, he had the essential 
human touch that the writing of Ricardo seems to lack. These 
varied characteristics meant, in fact, a return to the tradition of 
Adam Smith. 

The second phase of Nicholson’s work began in the present 
century, when he devoted himself to the consideration of current 
economic problems from the larger standpoint of the economic 
welfare of the nation. He entered into discussions relating to the 
fiscal controversy, the most important result of which was the 
Project of Empire (though this book was not issued until 1909), 
in which he advocated free trade within the Empire, building up a 
scheme which included “ imperial defence, to which every nation 
or dominion or commonwealth or dependency or possession 
contributes its share; a system of representation by which every 
responsible constituent of the Empire has a voice in the control 
of the concerns of the whole; an immense internal market for 
every part of the produce of all the constituents; a customs union 
and a common policy in commercial relations with other countries ; 
a policy adverse to every kind of monopoly, and favourable to 
everything that increases the prosperity of the great body of the 
people throughout the Empire” (p. 271). Seven years later— 
seven years in which so much had happened—he returned to the 
same subject in his Essay entitled Free T'rade and Protection: a 
Reconciliation (1916). 

The war came as a trumpet call to Nicholson. He felt it, 
and he felt, too, that he had a patriotic duty to discharge. From 
a position of complete independence, for he did not attach himself 
to any of the war-time ministries or departments, he endeavoured 
to place his knowledge and his experience at the disposal of the 
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public, through a series of articles contributed to the Press and 
particularly to The Scotsman, extending over the whole period 
of the war, and which, when reprinted in his book on War Finance, 
extended to close on 350 pages. He felt his responsibility very 
keenly. Always a careful writer, in this case he was particularly 
exacting to himself, having rewritten some of his articles five or 
six times in order to attain the right combination of judicial 
fairness and practical emphasis. All through he felt that the 
struggle was one for a moral ideal, and he pleaded and strove and 
sometimes stormed against any economic measure which would 
in any degree detract from this. 

It can be fairly claimed for Nicholson that he was not one of 
those who are wise after the event. The day before the declaration 
of war he made an estimate that, in the event of this country being 
a belligerent, the more probable anticipation would be that prices 
weuld fall; subject to the qualification that, if the war assumed 
an anti-commercial character, the movement might be in the 
opposite direction. This was the estimate framed on the basis 
of a prudent management of the currency. A fortnight later (on 
August 18, 1914) he had sensed what he later expressed more 
definitely, that ‘‘every one of any importance in the country had 
forgotten all about the principles of currency,” and he issued a 
plain, though guarded warning against the evils of an inconvertible 
paper currency and the danger cf a great rise in prices. This 
formed the central idea of his writings during and immediately 
after the war, but the main thought was traced in many directions. 
He deplored the withering. of the devotion of the early war 
months, and the replacement of the idea ot sacrifice by that of a 
scramble for the various bonuses in the forms of over-liberal 
terms to financial interests, to tenderers to the Government, to 
merchants and manufacturers and to labour—all together con- 
stituting ‘‘ the most astonishing fungus that ever afflicted a long- 
suffering nation in war time.” He maintained that the funda- 
mental moral position was that during a state of hostilities every 
one ought to expect, on the whole, to be worse off than in time of 
peace. As he put it, “‘ the greatest truth about war is that war 
must involve sacrifice, and the greatest error is to imagine that 
sacrifices can be made equal in the case of individuals.” In- 
flation of currency led to a species of moral inflation through which 
the moral fibre of the nation became loose and flabby and material 
needs were over-emphasised. 

It would be a mistake to consider that Nicholson’s criticism 


was altogether destructive. It is true he was impatient with the 
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new gospels whose miracles were “ the resurrection of old economic 
fallacies in the naked simplicity of new-born truths.” He 
regretted the departures from the economy of Victorian finance, 
he never tired of urging the necessity of arresting inflation and of 
a return to the gold standard. These heroic negations should, 
in his view, have been supplemented by calling upon the patriotism 
of the people, effectively and without ambiguity. He was in 
favour of compulsory loans, arguing that, in the face of com- 
pulsion on life, objection to compulsion of money is negligible. 
The food shortage should, he thought, be dealt with by heavier 
indirect taxation coupled with the abandonment of bonuses 
designed to relieve the recipient of them from the burden of such 
increased taxation. As against the argument that such measures 
would result in grave unrest, his reply was that it was the inflation 
which caused the unrest, and the real cure was to first stop and 
then reduce the inflation. 

In all Nicholson’s writing during the war and the disturbed 
period that followed it the elevation of his spirit stands out. He 
had a supreme trust in the future of the country and in the soul 
of its people, if only they were told the truth and given the reasons 
for the sacrifices required from them. He felt, and was never 
tired of saying in varied forms, that almost the only economy 
which was practised at that time was an economy of truth and 
plain speaking. As far as lay in his power, he set himself to 
remedy this defect. On the whole his logic is unassailable, but 
who is ever convinced by logic when the tide of feeling runs deep 
and strong? In Nicholson’s mind there were no doubts nor was 
there room for despair. One of his latest brochures ends with an 
allegory adapted from John Bunyan, where the journey of 
Christian and his companions through By-path Meadow is 
described. They were lashed with storm and were compelled to 
retrace their steps. They had to sleep in the grounds of Giant 
Despair, and are carried to Doubting Castle, but in the end they 
went on and came to the Delectable Mountains. It was the vision 
of the Delectable Mountains, reached at length after many 
sacrifices, falls and stumblings, that Nicholson had always before 
him, and it was something of this vision that he tried to share with 
his readers. 


W. R. Scorr 
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FREDERICK LAVINGTON 


THe Cambridge School of Economics has suffered a severe 
loss through the death, on July 8, of Frederick Lavington, Fellow 
of Emmanuel College, and Girdlers’ Lecturer in Economics in the 
University. Lavington was born in 1881, but it was not until 
1908, after eleven years’ service in the Capital and Counties 
Bank, that he went into residence at Cambridge. At the end of 
his first year he was given a scholarship at Emmanuel; in 1910, 
he was placed in the first class in Part I of the Economics Tripos, 
and in 1911, in the first class in Part II. He then received a 
research scholarship from his College, and in the following year 
he won the Adam Smith Prize for a dissertation on “‘ The Agencies 
by which Capital is Associated with Business Power.” By this 
record he was fully qualified for an academic career, but, although 
he keenly enjoyed the intellectual companionship -of university 
life, Lavington’s natural bent was towards administrative work, 
and in 1912 he obtained a post in the new Labour Exchanges 
Department of the Board of Trade. While there he became very 
seriously ill through some mysterious defect in his pancreas. 
He was told, on high medical authority, that he could not live 
more than six months, but the doctors were evidently unaware of 
the extraordinary tenacity of his spirit, and, though he never 
recovered his full physical vigour, he survived for over ten more 
years of active mental work. 

Returning to Emmanuel College in 1918, Lavington was elected 
in 1920 to the Girdlers’ Lectureship in Economics, and in the 
following year he published a substantial volume on The English 
Capital Market. In 1922, he received his Fellowship, and 
published a useful text book on The Trade Cycle. Despite his 
ill-health, he took an active part in the life of the University and 
his College; helping to draft the new statutes arising out of the 
report of the Royal Commission on Oxford and Cambridge; 
delivering his University lectures; taking part in the administra- 
tive work of the College; and presiding over the college Hockey 
Club and a lively Emmanuel Economics Society. The final 
breakdown of his health occurred through overwork connected 
with the Tripos examinations, and he died, as he was determined 
to die, in harness. 

Lavington was the most orthodox of Cambridge economists. 
The whole Cambridge school is supposed, by some people, to be 
dominated by the teaching of Marshall, and it is true that Marshall’s 
analysis is broadly accepted there as the background of economic 
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thought. But Lavington went much further than this. He 
seemed almost to believe in the literal inspiration of Marshall’s 
Principles. His own work on the Capital Market was designed 
to fill in the details of one corner in Marshall’s broad picture, but 
he held that the work of economic analysis had been practically 
completed, once and for all, by Marshall, and that only the 
application of that analysis to practical problems remained to be 
done. ‘“ It’s all in Marshall, if you'll only take the trouble to dig 
it out,’ was one of his favourite dicta; and Marshall’s lightest 
word on any economic point would carry extraordinary weight 
with him. Thus, in writing on economic subjects, he had 
something like an inferiority complex, and deliberately adopted 
an arid and pedestrian style. There is no trace in his books of 
his vivid personality, his keen appreciation of literature, or the 
vivacious wit and humour which lent colour to his conversation. 

In other fields of speculation he accepted the authority of other 
guides, e.g. Herbert Spencer, with a like reverence, and though he 
kept these more in the background, his mental equipment in- 
cluded a series of dogmas, or premisses, of an unusually rigid 
character, resting on authority which it was blasphemous to chal- 
lenge. This made argument with him, though always a delightful 
mental exercise, extremely difficult until one had understood the 
precise limits within which he was prepared to argue. But the 
agility and sardonic humour which he exercised in discussion made 
it well worth while to face this initial obstacle. In matters of con- 
duct and personal relationships he had equally firm and peculiar 
standards, and no considerations of personal convenience would 
induce him to swerve an inch from the course they indicated, even 
in matters of small apparent importance. Withal, he was a 
delightful companion, and—if by some happy chance one had 
passed his obscure tests and qualified for his friendship—the best 
of friends. His were the buoyant spirit and high courage of an 
adventurer, sustained without the stimulus of external danger, 
and revealed in his long triumphant fight against physical dis- 
abilities to which a lesser personality would have soon succumbed. 

H. W. 


C. R. F. writes :— 


“‘ Lavington was the first and best economics pupil I ever had. 
He was several years older than the normal undergraduates, 
and came up from a London bank with two passions, one for 
the academic life of discussion and analysis, the other for the 
pulsating romance of the London money market. His essay on 
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the latter in Part I of the Economics Tripos extracted from us 
the unusual mark of 90 per cent. He was in his day an excellent 
superviser, because as an undergraduate he had known how to 
force the utmost from it ;—he used to come from 12 to 1, so that 
there should be no one to follow. Two problems specially inter- 
ested him in those days: the “ particular expenses”? curve and 
the validity of Consumer’s Surplus; and neither was answered to 
his satisfaction until I had been on a special mission to Madingley 
Road. He always spoke with gratitude of his college, Emmanuel, 
for all it did for him, and as he grew in intellectual stature it was 
hard to believe that only a few years before he was a belated 
undergraduate, living on very little. Marshall was his hero, 
as of all of us; and there was in both of them that completeness 
of devotion and rigour of standards which are perhaps the greatest 
gifts that a teacher can bestow on those who sit around him.” 





CuRRENT Topics 


WE deeply regret to announce the death of Professor Sir 
William Ashley, a Vice-President of the Royal Economic Society 
and Professor of Commerce of Birmingham from 1901 to 1925. 
A notice of Sir William Ashley’s life and work will be published 
in the December JouRNAL. 





THE following have been admitted to membership of the Royal 
Economic Society :— 


Ball, W. T. ; Murase, Prof. T. 
Crosara, A. A. Paull, T. E. 
Dewell, J. Phillips, V. V. 
Griffiths, G. C. Robertson, H. M. 
Highton, H. E. R. Saha, J. N. 
Hobson, W. C. H. Sambrook, E. J. 
Inns, H. J. Sharman, J. W. 
Jaffé, Dr. W. Sloan, J. J. E. 
Leigh, J. Strong, E. I. E. 
Maitland, M. M. Sundram, C. 

The following have compounded for life membership :— 
Butterfield, W. T. Ponsonby, G. J. 
Duthie, N. W. Richards, D. 
Ganguli, B. N. Soda, Dr. K. 
Garver, Prof. F. B. Stapleton, P. 
MeNair, W. A. Vlasto, Miss O. 


Nayar, C. L. 
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The following have been admitted to Library membership :— 


Aberdeen Public Library. 
Academy of Commerce, Warsaw. 
Handelshojskolens Bibliotek, Copenhagen. 
We record with regret the deaths of the following Fellows of 
the Society :— 
Professor Sir William Ashley (elected 1890) 
) 


Swanston, D. ( , eas 

Wood, Rt. Hon. T. McKinnon (_ ,, 1890) 
Wood, W. Allen ( 5, 1920) 
Yokobe, J. ( ,, 1921). 
Zorn, J. C. Li. ( ,, 1919). 





THE Council have made arrangements with the London and 
Cambridge Economic Service for the supply of certain additional 
publications without charge to all members of the Royal 
Economic Society. Full particulars are being circulated 
separately to members of the Society. 





PRoFEssSoR UNnwIn’s “ Studies in Economic History,” will be 
published shortly. It is hoped that members who have not yet 
subscribed for a copy on special terms (7s. 6d. post free) will 
send their applications as soon as possible to the Asst. Secretary, 
Mr. 8. J. Buttress, 6 Humberstone Road, Cambridge. 





Tue American Economic Association is publishing (at $4) a 
very interesting volume in honour of the eightieth birthday of 
Professor J. B. Clark. This volume is obtainable by members 
of the Royal Economic Society on the special terms of 11s. post 
free. Full particulars of this volume are being circulated 
separately to all members of tho Society. 





Our Japanese Correspondent writes :— 


“Although the Budget for 1927-28, amounting to 
1,759,000,000 yen, was passed by the Diet, the Bill to cover 
losses up to 207,000,000 yen, incurred by the Bank of Japan in 
discounting bills issued by the Taiwan (Formosan) Bank and 
other banks during the great earthquake led to the open dis- 
closure of the abuses of banking credit, causing thereby a whole- 
sale discredit of banking institutions in the minds of the public. 
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In order to relieve the Taiwan Bank, the Wakatsuki Cabinet 
determined to issue an emergency Ordinance to make advances to 
the amount of 200,000,000 yen. The plan was, however, opposed 
by the Privy Council, whose approval is required by the Constitu- 
tion for such an Ordinance, and the Wakatsuki Cabinet resigned 
on the 17th. The branches of the Taiwan Bank announced 
suspension in Japan and abroad for three weeks on April 18th. 
A new Cabinet was formed by General Tanaka on April 20th, but 
the general unrest did not subside, and by April 21st runs on 
banks were threatened in all parts of the country. The new 
Government succeeded this time in getting the sanction of the 
Privy Council to the issue of an emergency Ordinance for a three 
weeks’ moratorium, and all banks resolved to make April 22nd 
and 23rd national holidays. An extra session of the Diet was held 
from May 3rd to 8th, during which Bills (a) to cover any loss of 
the Bank of Japan up to 500,000,000 yen incurred in enabling 
banks to repay their deposits, and (b) to make advances to For- 
mosan banks to the amount of 200,000,000 yen, were unanimously 
passed by the Diet. On the day, April 25th, when the moratorium 
Ordinance became effective perfect calm prevailed and public 
confidence was restored throughout the country. Steps are now 
being taken to carry out thorough reforms and reorganisations in 
the Taiwan Bank and banks in general.” 





‘Dr. FuxupDA’s works are now published by Dobunkan in 
eight thick volumes, under the headings of (Vol. 1) Lectures on 
Economics, (Vol. 2) Discqurses on People’s Economy, (Vol. 3) 
History of Economics and Economic Science, (Vol. 4) Economic 
Study, (Vols. 5 and 6) Social Politics, and (Vols. 7 and 8) Lconomic 
Policies and Current Problems. Regardless of the fact that the 
pages of each volume run from 1500 to 2800, and prices from 
8} to 15 yen, his works are widely read, the first two being in their 
seventh edition. The author must be congratulated on his 
success, and thanked for his great contribution to our study of 
economic science.” 





THE following appointments have been made in the University 
of Oxford :— 

Mr. R. L. Hall, B.A., has been elected to an official Fellowship 
as lecturer in Economics at Trinity College. Mr. Hall went 
up to Magdalen College, Oxford, in 1923 as a Rhodes Scholar 
from the University of Queensland, and obtained a First Class in 
the School of Philosophy, Politics and Economics in 1926. 
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Mr. L. G. Robbins, B.Sc. (Econ.), lecturer at the London 
School of Economics, has been elected into an official Fellowship 
in Economics at New College. 





THE following appointments have been made in the University 
of Cambridge :— 

Mr. Piero Sraffa, Professor of Political Economy in the Uni- 
versity of Cagliari, has been appointed a University lecturer in 
Economics, and Mr. D. L. Burn, lecturer in Economic History 
in the University of Liverpool, has been appointed a University 
lecturer in Economic History. 





TuE following appointments have been made in the University 
of Manchester :— 


Mr. T. S. Ashton, M.A., Reader in Currency and Finance. 

Mr. John Jewkes, M.Com., Lecturer in Commerce. 

Mr. C. D. Campbell, M.A., Assistant Lecturer in Economics. 

Mr. J. A. Bowie, Lecturer in Industrial Administration. 

Mr. D. J. Garden, Lecturer in Industrial Administration. 

Mr. M. L. Yates, Assistant Lecturer in Industrial Adminis- 
tration. 





An Assistant lecturer in Economics will be appointed shortly 
at Auckland University College, New Zealand, at a salary of 
£450 rising to £500, but £50 less in the case of a married man. 
Further particulars can be obtained from the High Commissioner 
for New Zealand, 415 Strand, London, whom applications must 
reach before October 31, 1927. 





THE University of Melbourne has received a gift of £30,000 
from Mr. R. B. Ritchie, a prominent pastoralist of Penshurst, 
Victoria, for the promotion of economic research. It is proposed 
to establish a Chair of Economics, the occupant of which will have 
adequate facilities for pursuing research into economic problems 
in Australia. At the present time the University has a Depart- 
ment of Commerce which provides considerable teaching in 
economics. With the new Chair in Economics it will be possible 
to establish an Honours Degree in Economics under the Faculty 
of Arts. The Council of the University will shortly proceed to 
appoint a new Professor, and it is expected that applications will 
be invited from economists in England and the United States. 
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A CORRESPONDENT writes to point out one or two slight mis- 
takes in Mr. Gubsky’s article in the June Economic Journau. It 
seems that about 84 per cent. of the buildings in the towns are still 
left to private owners, and that only large houses with more than 
five flats have been retained by the Municipalities. Also, the 
Inheritance Tax, although it is exorbitant in rate, in fact yields 
practically nothing. : 











RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Vol. XC. Part II. 1927 (New Series). Indices of Industrial Pro- 


Vol. 


ductive Activity. A. W. Fiux. An authoritative discussion of 
the data necessary and possible, their frequency of collection, and 
their available sources. The method to be followed in Great 
Britain, on the basis of the Census of 1924, is explained. Statistics 
relating to the Wool Textile Industry. G. H. Woop. An expert 
application of statistics to the measurement of the extent and 
distribution of the present depression in the Wool Industry. 
The conclusion is a depression figure of 25 per cent. for the whole 
industry. ‘‘ There are no signs that the depression is lifting.” 
Wholesale Prices of Commodities in 1926. Sauerbeck’s index- 
numbers, continued by the Editor of the Statist. 

XC., Part III. National Health Insurance: a Statistical Review. 
Str A. W. Watson. A discussion of three aspects of the scheme, 
the movement of industrial population with reference to insurance, 
the incidence of the sickness and disablement experience of 
insured persons, and some questions of the birth-rate which arise 
on the maternity benefit insurances. Practical Applications of 
the Statistics of repeated Events, particularly to Industrial Accidents. 
E.M.Newsotp. The problem of individual differences in accident 
liability, when other things are equal, is statistically examined, 


with tentative results. 
Economica (London School of Economics). 


JuNE, 1927. The Scope of Sociology. M. GinsBera. A tabulation of 


the objects of sociology, and suggestion of the most profitable lines 
of inquiry. Friedrich von Wieser. H. Hiaas. A critical 
appreciation of Wieser and the position of his school. The 
Genesis of Bank Deposits. F. W. Crick. A closely reasoned 
argument on the question whether, or how far, the banks can 
‘create’ deposits. Some Aspects of the History and Theory of 
Social Insurance. A. PiumMeR. This number contains two 
interesting reviews, by Mr. L. Robbins on Mr. Hawtrey’s economics, 
and by Mr. R. F. Harrod on Mr. Robertson’s theory of banking 


policy and the price level. 
The Economic Record (Melbourne). 


May, 1927. Central Banking. Str E. Harvey. In a number of 


reasoned propositions, principles are laid down which conform 
closely to English practice as regards central banking; ‘‘ discount 
policy,” as usually understood, is a noteworthy absentee from the 
list. Economic Welfare and Racial Vitality. W.JrtuHro Brown. 
The writer is unwilling to trust only to environmental changes, 
and an interesting critique on this subject is given. The power of 
man over nature may be abused, so as to weaken rather than 
strengthen. The emphasis must be on heredity and biological 











O~ 
of 
id 


it 
"8 
t 
d 
a 


— SO |O ll 











sEPT. 1927] RECENT PERIODICALS AND NEW BOOKS 511 


fact. Suggested measures are public control over the right to 
marry, segregation or sterilisation of obviously defective types, 
encouragement of breeding by the more fit (by methods of redistri- 
bution), the control of immigration. The Tariff Board of Australia. 
R. C. Mitts. Includes an interesting history of Protection in 
Australia, and is to be read with two further contributions by J. B. 
BrigDEN and L. F. Grexrin to the discussion of The Australian 
Tariff and the Standard of Living. Other articles are on The 
Course of Rural Land Values in New Zealand, 1914-25, by J. B. 
ConDuiFFE and H. R. RopwELx; and on Vitality of White Races in 
Low Latitudes, by C. H. WicKEns. 


Quarterly Journal of Economics (Harvard). 


May, 1927. The Evolution of Paper Money in England. R. D. 


RIcHARDS. Origins and early development, based on examination 
of the earliest surviving specimens, of which many interesting 
examples are given. Some Positive Contributions of the Institutional 
Concept. L. D. Eptz. A study based on the question how far 
environment and purposive change of conditions effect economic 
behaviour. Various applications are suggested in the field both 
of economic method and of such particular branches as control of 
distribution, of the conditions of production, and of consumers’ 
choices. The Monetary Theory of the Trade Cycle and its Statistical 
Test. R.G. Hawrrey. What should statistics show in order to 
verify the monetary theory? How can statistical tests decide 
between it and the “ capital goods ” or “ psychological ”’ theories ? 
Labor Problems as treated by American Economists. C. E. 
Persons. Commercial Policy in Post-War Europe. H. van V. 
Fay. 


Review of Economic Statistics (Harvard). 


Apri, 1927. In an important article on The Construction and Inter- 


pretation of the Harvard Index of Business Conditions, in addition 
to a re-statement of methods employed, a reply is made to Mr. 
Karl G. Karsten’s Theory of Quadrature in Economics, and to his 
discussion of the Harvard Indexes, in the Journal of the American 
Statistical Association for March 1924 and December 1926 respec- 
tively. Money Rates, Bond Yields and Security Prices. A study 
for the test period 1897-1913 of ‘ the relation between the crossing- 
point of the curve of bond yields (or bond yields plus a constant) 
by the curve of money rates, and peaks and troughs of the curves 
for four series of security prices.” An Index of the Physical 
Volume of Production in Canada. By H. Micnweuy. Review of 
the First Quarter of the Year. 


American Economic Review. 


JuNE, 1927. Land Rent and the Prices of Commodities. H. G. Hayxs. 


A re-statement of the critique of Ricardian economics as regards 
rent and prices. “If there is only one possible use, the causal 
relation runs from the price of the product to rent. But with 
alternate uses, the price of wheat is a factor in determining the 
supply, and consequently the price of corn.”’ Where is the 
merchant’s error, if he computes his rent with his other costs ? 
Price is determined by total supply in relation to total demand. 
There are numerous margins of shifting production, even in the case 
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of highly efficient (‘‘non-marginal”’) producers. (Are sot all 
these propositions to be found, e.g., in Marshall, without prejudice 
to the traditional rent concept?) Hconomics of Business Fluctua- 
tions in the United States, 1919-25. M. D. ANpERSon. A very 
complete and detailed statistical examination, which can scarcely 
be summarised. The questions raised are relation of consumers’ 
income and volume of manufacture, prices and credit, business 
psychology and profit. The statistical method, tables of which are 
appended, deserves careful attention. This important contribution 
would be enhanced by a pointed statement of results ; the reasoning 
is very close. Distribution of Employee Stock Ownership. W. C. 
Fisuer. In this brief note it is pointed out that the figures 
“when reduced from their impressive totals, show some 4 or 5 
per cent. of American industrial employees owning, or setting out 
to own, something like 5 per cent. of the shares of the companies 
for which they work, with half of these, perhaps, voting shares.” 
Corporations ought also to state what are the grades of employees 
concerned. It is suggested that the higher staff may be chiefly 
interested rather than the wage-earners. The McFadden Banking 
Act. H. H. Preston. 


The Journal of Political Economy (Chicago). 


Apri, 1927. Adam Smith, 1776-1926. J.H.HoLttanpeR. A review 


of the ‘‘ School,’’ and of Smith’s influence, so full of information on 
the course of economic thought, and the building up of its concepts 
and methods, that its separate publication would be welcome. 
Adam Smith and Laissez-Faire. J. Viner. Argues that Smith 
was not a doctrinaire advocate of the theory, that he realised the 
necessity for a ‘‘ wide and elastic range of activity for government,” 
that his prejudices “ were against the powerful and the grasping,” 
and “ his sympathy with the humble and the lowly, with the farmer 
and the laborer.” actors related to Lamb Prices. M. EZEKIEL. 
French Socialism and Franco-German Relations. B. J. HovpE. 


JuNE, 1927. Adam Smith : Moralist and Philosopher. G.R. Morrow. 


An interpretation of Smith’s economic position by reference to his 
Theory of Moral Sentiments. Tendencies in Swedish Economics. 
B. Onuryn. The British Coal Strike and After. W. H. WYNNE. 
Speculation and Land-Value Taxation. H.G. Brown. Is there 
speculation in land? If so, does land-value taxation discourage 
it? What other advantages may result from such taxation ? 
Federal Control of Commercial Banking. C. O. FIsHER. 


Bulletin of the Bureau of Labour Statistics (Washington). 


. 421. Wages and Hours of Labour in the Slaughtering and Meat- 


packing Industry, 1925. 


. 423. Workmen’s Compensation Legislation of the U.S. and Canada 


as of July 1, 1926. 


. 424. Building Permits in the Principal Cities of the U.S. in 1925. 
. 425. Record of Industrial Accidents in the U.S. to 1925. 

. 426. Deaths from Lead Poisoning. 

. 427. Health Survey of the Printing Trades, 1922 to 1925. 

. 431. Union Scale of Wages and Hours of Labour, May 15, 1926. 
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No. 432. Proceedings of the 13th Annual Meeting of the International 
Association of Industrial Accident Boards and Commissions. 


No. 434. Labour Legislation of 1926. 
No. 435. Wages and Hours in the Men’s Clothing Industry, 1911-26. 


No. 437. Co-operative Movement in the U.S. in 1925 (other than 
Agricultural). 


Wheat Studies of the Food Research Institute (Stamford 
University, California). 


JUNE, 1927. Comparative Levels of Wheat Prices in the United States 
and Canada. Under the existing tariff, wheat prices tend to be 
higher in the United States than in Canada, although Canadian 
wheat averages higher in intrinsic quality. The premium on 
American wheats constantly fluctuates, but is seldom as high as 
the tariff duty. 


JuLY, 1927. India as a Producer and Exporter of Wheat. This is an 
authoritative and comprehensive study, fully documented with 
statistics. India is the fourth greatest wheat grower in the world, 
after the United States, Russia and Canada. But-as an exporter 
she is of diminishing importance. The average net export for the 
11 pre-war years was 45 million bushels, but since the war the 
average has been only 13 million bushels. The prospect is that 
consumption will keep pace with increases in production, and that 
India will remain a minor and erratic contributor to the world 
wheat trade. 


Journal des Economistes (Paris). 


May, 1927. Les Grandes Compagniés de chemins de fer en 1926. 
G. DE Novvion. 

JUNE, 1927. L’orientation libérale de la Conférence économique inter- 
nationale, et “lV Equilibre par en haut.” Yvus-Guyot. Logic of 
facts has compelled the Conference to adopt resolutions opposed to 
the “grand plan” of French protectionists. La Banque et les 
hommes. P. CauBonE. The functions and qualifications of the 
banker in relation to his leadership and influence over clients and 
employees. Une Enquéte belge sur la journée de huit heures. G. 
pu Novuvion. A discussion of the Belgian law of 1921, in the 
light of recent evidence. 

JuLty, 1927. Quelques apergus sur les Tles Britanniques. YvVuES- 
Guyot. Aspects of the economic position, positive and com- 
parative. La relévement économique de la Hongrie. E. Horn. 


Le Musée Social (Paris). 

Aprit, 1927. L’équilibre économique des Etats-Unis au lendemain de la 
guerre.—La main-d’euvre. A.SIEGFRIED. The extent and causes 
of the rise of real wages, the growth of working-class investment, 
and of amenities. 

May-June, 1927. L’Immigration ouvriére est-il organisée en France. 
W. Ovatip. A favourable review of the organisation and its 
results. 
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Revue d’Economie Politique (Paris). 


Marcu-—Arrit, 1927. This number consists of a comprehensive 
review for the year 1926 of La France Economique. General 
articles are on the course of population, of prices and incomes, and 
of foreign balances. Detailed accounts are given of the various 
aspects of Finance, Commerce, Production and Transport, and 
Labour. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 

126 Band, 4 Heft. ‘“‘ Institutionalismus ”’ in der Nationaldkonomie der 
V.S. E. Frtecr. Der moderne Kapitalismus und die Arbeiter- 
schaft. H. Scnack. A morphological study. Die Weltwirt- 
schaftskonferenz. E. Hantos. The League of Nations has done 
little to create world economic solidarity as opposed to national 
protective practices, and world trading has lagged behind world 
production, hence the necessity of the Conference. The remedy 
for the present high prices and costs is international cartels. 
Rationalisation of production will cause transient unemployment, 
but all-round gains will accrue later. Cartels are fostered by 
developments in technical science. Der Einfluss des Bergarbeiter- 
streiks auf einzelne Gewerbe in Grossbritannien. R. ScHINKOTHE. 
The analysis relates to certain major industries. 

126 Band, 5 Heft. Das magische Erlebnis in den Anfdngen der wirt- 
schaftlichen Arbeit. H. Kréczr. 

126 Band, 6 Heft. Naturrecht und Volkswirtschaft. J. JasTRow. 
Das magische Erlebnis etc. (Schluss). H. KréaEr. 


Schmollers Jahrbuch. 


51 Jahrgang, 2 Heft. Dr. ScouMPETER gives a critical and expository 
survey of Cassel’s Theory of Social Economy, which he declares to 
be pre-eminently in use among German teachers. Other papers 
discuss the future of National Economic Empiricism, and the 
position of law in scientific economic study. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 

Aprit, 1927. In a review article, Professor ALTMANN deals with Dr. 
Schacht’s book on the stabilisation of the mark. A very clear 
précis of stabilisation policy, methods, and effects leads to an 
argument for free international exchange of goods, and a revision 
of the Versailles Treaty. Other articles are on the conception of 
elasticity in economic theory, and on some problems of Chinese 
economic history. 


Zeitschrift fiir die gesamte Staatswissenschaft (Tiibingen). 


May, 1927. In discussing a psychology of socialism, Dr. EGNER refers 
to a recent work of Hendrick de Mans, who questions whether the 
War dispelled all hopes of international proletarian solidarity. 
Dr. EGNeER criticises the German Socialists’ insistent adherence 
to Marx, and argues that present-day Socialism is the index of an 
inferiority complex. As such it refers to discontented wage- 
earners, but real Socialism is only to be found among intellectuals. 
—A critical appreciation is given of the work of Heinrich Pesch 
(1854-1926). 
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Zeitschrift fiir Volkswirtschaft und Sozialpolitik (Vienna and Leipzig). 
May, 1927. Dr. MAYER contributes a memorial article on Friedrich 
von Wieser, and Dr. MorGENSTERN one on F. Y. Edgeworth. 


Vierteljahrshefte zur Konjunkturforschung (Berlin). 

2 Jahrgang, Erginzungsheft I. Die Bewertung des deutschen Aussen- 
handels auf der Grundlage der Vorkriegswerte. (Official.) Beitrdge 
zur Erkldrung der strukturellen Arbeitslosigkeit. Prof. O. von 
ZWIEDINECK SUDENHORST. 


Weltwirtschaftliches Archiv (Jena). 

JuLy, 1927. Volkseinkommen und Volksvermégen. F. von GorTt.- 
OTTLILIENFELD. A methodological critique. Ist eine Moderni- 
sierung der Aussenhandelstheorie erforderlich? B. Ontn. A 
criticism of the assumption of the Ricardian method, concluding 
that foreign trade is to be regarded from a broad international 
standpoint, as a special case of inter-regional trade. Are Interests 
of Peace and the Interest of Economic Concentration reconcilable ? 
C. E. Macurre. A discussion of the origin, the policy, and the 
economic effects of the foreign debts due to America. Zur 
Deutung des Imperialismus. J. Hasuacen. Die franzdsische 
Wdhrung seit Kriegsende. G. Rapuaiy. Prolegomena zum 
weltpolitischen Bevilkerungsproblem. Italien und Frankreich. R. 
MICHELS. 


Monatsberichte des dsterreichischen Institutes fiir Konjunkturforschung 
(Vienna). 

1 Jahrgang, Nr. 1-6. The introductory volume of this Institute, 
which has taken up for Austria the monthly investigation of 
business conditions. The Institute is under the direction of a 
Kuratorium representative of all sides of economic life, and is in 
the immediate charge of Dr. Friedrich A. Hayek. The contents 
of this issue are: (1) Die Methoden der Konjunkturforschung und 
thre Anwendung auf .Osterreich; (2) Die gegenwértige Wirt- 
schaftslage Osterreichs ; (3) Die Konjunkturentwicklung im Ausland. 


Giornale degli Economisti (Rome). 


ApriL, 1927. L’Industria Zolfifera Siciliana. GAETANO ZINGALI. A 
detailed and thorough account of the recent history of the Sicilian 
sulphur industry, and of its present crisis, as a result mainly of the 
growth of American production and exportation, but partly also 
of the faulty policy of the compulsory cartel by wh’ ch the Sicilian 
industry is controlled. Much importance is attributed to the 
agreement as to prices and fixed quotas of exportation arranged in 
1923 between the American and Italian interests. Jl Porto di 
Napoli (continuazione). F. MILoneE. 

May, 1927. Luigi Luzzatti. UtisseGossr. Luigi Luzzatti. BrEntro 
Mussouin1. A commemoration number for the late distinguished 
founder of the Banche Popolari. Il porto di Napoli (continsazione). 
F. MILone. 


La Riforma Sociale (Turin). 
Marcu-Aprit, 1927. Prestiti esteri e bilancia det pagamenti inter- 


nazionali. Luiai Ernaupi. “ Foreign commercial borrowings are 
No. 147.—voL. XXXVII. MM 
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advantageous provided that they give rise to a net increment of 
national production at least equal to the burden of the annual 
interest on the debt.”” There is a danger lest the ease of obtaining 
loans from abroad may lead industrialists to pay out too large a 
proportion of their profits in dividends instead of putting them to 
reserve. Fallimenti e rincaro della vita. Irauo Ricatnovi. A 
study of the social losses due to bankruptcy, with suggestions for 
legal and other reforms. 


May—JuNnE, 1927. Intese internazionali per la riforma tributaria. 
BENVENUTO GrizioTTI. The problems of double taxation and of 
fiscal evasion are discussed and further investigation and inter- 
national co-operation are recommended. Per vincere la battaglia 
del grano. Primo Banpi. A plea for the more intensive 
cultivation of the soil, especially of the hill country of Italy. 
Per una ricerca sullo traslazione dell’ imposta mobile ed in ulteriore 
critica del progetto Rignano. Luiat Ernavupi. A long and 
interesting critical survey of the Colwyn Committee’s report on 
National Debt and Taxation. The Majority and Minority 
Reports are not so much “conservative” compared with 
“ socialist ’”’ as ‘‘ Marshallian ’’ compared with “‘ Webbian.” The 
stress laid in English thought on the need for the redemption of 
the National Debt is due to the failure to recognise the fact that 
by degrees the burden of the debt is largely removed as the holdings 
become ever more widely distributed amongst the population. 
The arguments of the Majority Report against the Rignano schem > 
show that the cold reception of this scheme in Italy is not merely 
due to the fact that ‘‘ a prophet is not without honour save in his 
own country.” Further reasons are given to prove the unwork- 
ability of Rignano’s proposals. 


Scientia (Bologna). 

May, 1927. Un élargissement de la doctrine et de la pratique co- 
opératives. B. Lavercne. An account of the “ co-opératives 
autorisées ”’ in Belgium. These retain the co-operative basis, but 
are established by the initiative of public authorities. Examples 
are the Crédit Communal, the Sociétés Nationales des chemins de 
fer vicinaux, des distributions d’eau, des Habitations a bon marché. 
A condominium has been established between public authorities, 
supplying the capital, and the co-operatives responsible for the 
local sales. 


JUNE, 1927. La crise de cherté de la vie et ses répercussions sociales. 
KE. M. Saint-Lfon. An analysis of the incidence in France, which 
works out to the expectable conclusions, as between agriculturists, 
industrialists, the professional and investing classes. 


De Economist (Rotterdam). 


FEBRUARY, 1927. Het substitutieprincipe als theoretische kern der 
bedrijfshoudkunde. W. L. Vaux. De wetgeving op de Grond- 
belasting. H. P. Cramer. Der intronationale Giroverkehr. J. 
Wotr. Enkele opmerkingen over het begrip ‘ rechtvaardig loon.’ 
J. B. pE Haan. 

Marcu, 1927. Niewwe mogelijkheden voor Suriname. J.C. KieELstTRA. 
Het toerekeningsprobleem bij J. B. Clark, I. P. Liertmyck. De 
werkgeversorganisatie in Nederland. B. BOLGER. 
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APRIL, 1927. Het toerekeningsprobleem bij J. B. Clark, II.. P. Linr- 
TINCK. Nog enkele opmerkingen over het begrip rechtvaardig loon. 
A. A. vAN Ran. Maximum-bevolking van Nederland. G. A. H 
WIEBOLS. 

May, 1927. De controle-cijfers van de Russische volkshuisbonding voor 
het jaar 1926-7. J.J. Boasson. De Schatkist en de Nederlandsche 
Bank. A. van Guy. 


JUNE, 1927. Het object der ekonomie. J.B. pE Haan. 


Revista Nacional de Economia (Madrid). 


MarcH-ApriL, 1927. Arbitrios del vecino de Tarancén Francisco de la 
Fuente. C. Esprso. Cinco aios de ordenacidn bancaria. C. 
Masso. Dindmica del cambio de la peseta. O. F. BaNos. El 
—_ de negociacidén. J. DE Lanuza. La hacienda inglesa. M. 

‘ANNO. 


May-JuNE, 1927. Tres anos del nuevo régimen ferroviario. F. J. 
Ontiveros. Problemas de urgencia. J. E. pe Mouins. Las 
Haciendas locales. A. Hereza. Dindmica del cambio de la 
peseta. O. F. BaNos. A statistical and graphical investigation 
based on monthly data since 1906. Las ventas a plazo corno un 
nuevo factor del crédito internacional. W. GRAHAM. 


Vestnik Finansov (Moscow). 

Marcu, 1927. The Principal Tendencies in the Development of the 
Commodity Market, and the Outlook of the Economic Policy. S. A. 
PERVUSHIN. Other articles on ‘“‘ the accumulation of capital in 
the U.S.S.R.” 


Aprit, 1927. Contains articles on agricultural taxation, the marketing 
of corn, and excess profits duty. All articles are in Russian. 


Conjuncture Institute (Moscow). 


Vol. III. Issue I. The following articles are printed in English. 
Credit and Conjuncture.. N. SHAPOSHNIKOFF. The Summation of 
Random Causes as the Source of Cyclic Processes. E. E. SLUTSKY. 
Dynamics of Money Circulation, Goods Turnover, and Prices, with 
regard to their Interconnection. (Equation of Exchange under 
Present-day Soviet Economic Conditions.) M. V. IGNATIEFF. 
On Economic Equilibrium. The Problem of Equilibrium in 
Economics and Classical Mechanics. T. RAINoFF. 


Skandinaviska Kreditaktiebolaget (Quarterly Report : Stockholm). 


JuLy, 1927. Are we faced with a continuous fall of prices? G. CASSEL. 
Continuing his discussion of this question, Professor Cassel 
points out the dangers of a scramble for gold, in view of expected 
shortage of supply, and argues that “it is essential now to gain 
acceptance for the view that the central banks can very well 
manage with a lower percentage of gold covering than has 
hitherto been usual,” as a factor in international co-operation to 
limit the demand for gold.—There are brief notes on various 
aspects of the economic situation in Sweden. 


International Labour Review (Geneva). 


AprIL, 1927. International Labour Legislation in the Light of Economic 
Theory. H. Frets. The main influences of international com- 
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petition are beneficial, but the problem of shifting employment 
is a serious qualification. International agreements may be 
advantageous to all concerned by preventing temporary dis- 
organisation, the drift of industry to places of low standards, and 
unequal distribution of the product. But they may involve 
economic losses, by imposing conditions on development. Yet 
they may react on the general effort for improvement, by example 
and otherwise. Too much uniformity should be avoided; 
allowances are, in fact, made in practice. The Austrian Works 
Councils Act in Practice, II. E. Apter. The problem of 
dismissal, and immunity of members of Works Councils. The 
employers are now reconciled to the Councils, and the efforts of 
the workers are concerned with reasonable extensions, not with 
revolutionary reforms. Vocational Guidance in Great Britain. 
C. E. Curr. A historical appreciation. Industrial Unionism in 
the Building Trades of the United States. E. E. CuMMtns. 


May, 1927. The Place of Sickness in the National Health System. 
Professor G. Lorica. The Administration of Labour Law in 
Germany. H. Srerart. Credit Co-operation as adapted to the 
Needs of the Worker. R. F. BERGENGREN. 


JuNE, 1927. Trade Organisation in Italy under the Act and Regulations 
on Collective Relations in Connection with Employment. H. E. G. 
Borrar. National Co-operative Organisation in Spanish Industry. 
Count DE AutTEA. The Place of Prevention in Social Insurance. 
A GrieserR. The Administration of Labour Law in Germany, II. 
H. Srerart. 
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